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(202) 233-1755
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The following Statistics of Income reports and tapes can be purchased from the Statistics of Income
Division (unless otherwise indicated). Prepayment is required, with checks made payable to the IRS
Accounting Section. For copies from the Statistics of Income Division, please write:

Director, Statistics of Income Division (R:S)
Internal Revenue Service

P. O. Box 2608

Washington, DC 20013-2608

BUSINESS SOURCE BOOKS:

® (Corporation Source Book, 1987, Publication 1053 -- Price $175.00

This 480-page document presents detailed income statement, balance sheet and tax, by major and
minor industries and size of total assets. The report, which underlies the Statistics of Income--
Corporation Income Tax Returns publication, is part of an annual series and can be purchased for
$175 (issues prior to 1982 are for sale at $150 per year). A magnetic tape containing the tabular
statistics for 1986 can be purchased for $1,500.

® Partnership Source Book, 1957-1983, Publication 1289 -- Price $30.00

This 291-page document shows key partnership data for 1957 through 1983, at the minor, major
and division industry levels. It includes a historical definition of terms section and a summary of
legislative changes affecting the comparability of partnership data during that period. Tables

show:
o Number of partnerships o Depreciation o Payroll
o Number of partners o Taxes paid deduction o Payments to partners
o Business receipts o Interest paid o Net income

( A magnetic tape containing the tabular statistics for partnerships can be purchased for $300

from the National Technical Information Service, U.S. Department of Commerce, Springfield,
VA 22161.) More recent partnership data are published annually in the Statistics of Income
Bulletin.

® Sole Proprietorship Source Book, 1957-1984, Publication 1323 -- Price $95.00

This Source Book is a companion to that for partnerships, described above. It is a 244-page docu-
ment showing key proprietorship data for 1957 through 1984; data for farm proprietorships are
excluded after 1981. Each page presents statistics for a particular industry. Tables show:

o Number of businesses o Depreciation o Payroll
o Business receipts o Taxes paid deduction o Net income
o Interest paid
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A magnetic tape containing the tabular statistics can be purchased for $2d5 As with partner-
ships, more recent (nonfarm) sole proprietorship data are publlshed annually in the Statistics of
Income Bulletm. : . : r

COMPENDIUMS

‘®  Studies of Internatzonal Income and Taxes, 1 979-1 983 Publlcatlon 1267 - Pnce $45.00

This report presents information from 13 Statistics of- Income studies i in the 1nternatlonal area
(many of them prevrously pubhshed in the SOI Bulletm ), mcludmg

o Forelgn activity of U.S. corporatrons ' " BRI ) Data presented by-- :

o Act1v1ty of foreign corporations 1n the R geographlcal area or industrial
United States : e “-activity, as'well as other

- o Foreign controlled U. S. corporations. B classrﬁers
- 0 Statistics related to individuals, trusts and estates ' -

° Partnershtp Returns, 1 978-1 982 Publlcatron 369 - Pnce $22 00

This report presents previously unpubllshed Statzstzcs of Income data for 1980 1981 and 1982 as
well as. data previously issued.in_the SOI Bulletin_and i in: other publxcatlons —Features. mclude

Number of partnershlps 0 Deductlons o o Data presented by--

o
o Limited partnerships . 0 Netincome . - industry

~ 0 Receipts o Capital gains - - size of total assets
o Cost of sales and operations oy - State

number of partners

RE]MBURSABLE SERVICES (prlces dependent on the request)

® Public Use Magnetlc Tape Mlcrodata Flles

" This includes individual income tax returns for 1978-1986 (Ind1v1dual income tax returns for
1966-1977 are available from the Center for Electronic Records (NNX) of the National Archives

“and Records Administration, Washington, DC 20408.) Files containing more limited data for

. each State are also available for 1985. All of these files have been edited to protect the confiden-
tiality of individual taxpayers. Files for private foundations for 1982; 1983 and 1985 and nonprofit
charitable organizations for 1983 and 1985 are also available from the Statistics of Income

* Division. The individual, private foundation and charitable orgamzatlon ﬁles are the only
mlcrodata ﬁles that can be released to the public. -

® Mlgratlon Data

Compilations showmg migration patterns, from where to where by State and county, based on
year-to-year changes in the tax return address. Data are available for selected time periods
(according to the years in which returns were ﬁled) between 1978 and 1988 and’ include counts of
the number of individual income tax returns and personal exemptlons In addition, county income
totals are avallable for Income Years 1982 and 1984 through 1987.
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® Other Unpublished Tabulations

Unpublished tabulations also from Statistics of Income (SOI), including detailed tables underlying
those published in the SOI Bulletin. Special tabulations may also be produced, depending on the
availability of SOI computer programming resources.

OTHER PUBLICATIONS:

The following Statistics of Income publications are available from the Superintendent of Docu-
ments, U.S. Government Printing Office. For copies write:

Superintendent of Documents
U.S. Government Printing Office
Washington, DC 20402

Statistics of Income (SOI) Bulletin (Quarterly), Publication No. 1136
Stock Number 748-005-00000-5 -- Subscription price, $20.00; Single copy price, $7.50

Provides the earliest published financial statistics from individual and corporation income tax returns.
The Bulletin also includes annual data on nonfarm sole proprietorships and on partnerships, as well as
from periodic or special studies of particular interest to tax analysts and administrators and to
economists. Historical tables include data from SOI as well as on tax collections and refunds by type of
tax.

Statistics of Income--1987, Corporation Income Tax Returns, Publication No. 16
Stock Number 048-004-02299-1 -- Price $15.00

This report presents more comprehensive and complete data on corporation income tax returns with
accounting periods ended July 1987 through June 1988, than those published earlier in the SOI Bulletin.

Presents information on-- o Data classified by--
o Receipts o Tax credits industry
0 Deductions o Assets accounting period
o Net income o Liabilities size of total assets
o Taxable income size of business receipts

o Income tax

Statistics of Income--1987, Individual Income Tax Returns, Publication No. 1304
Stock number 048-004-02296-6 -- Price $9.00

This report presents more comprehensive and complete data on individual income tax returns for 1987
than those published earlier in the SOI Bulletin.

o Presents information on-- o Data presented by--
Sources of income size of adjusted gross income
Exemptions marital status

Itemized deductions
Tax computations
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SOME OBSERVATIONS AND
INSIGHTS

This is the second in a series
about the Statistics of Income
(SOI) Division’s application for
the Office of Management and
Budget’s (OMB) Quality Im-
provement Prototype Award. For
that effort, submitted last August,
we went through a process of as-
sessing SOI quality activities, from
about 1985 to the present, against
the OMB Total Quality Manage-
ment criteria.

Although we were not selected
for the award, the participation of

most of the Division in this activity
was a very valuable learning ex-
perience. For one thing, it has
shown us the importance of con-
tinuous growth and improvement
as individuals, as well as an or-
ganization.

In the Fall issue we reprinted
an excerpt from the award applica-
tion -- the section on QUALITY
ENVIRONMENT, the first of
eight criteria on which we assessed
ourselves and were, then, evaluated.
This time, we are reprinting the sec-
tions covering QUALITY MEA-
SUREMENT and QUALITY
IMPROVEMENT  PLANNING.

The first of these two criteria ex-

amines the scope, validity, use,
and management of data and in-
formation that underlie the
organization’s quality improve-
ment system. The second ex-
amines the extent to which Total
Quality Management is con-
sidered in the planning process.
Particular emphasis is placed on
how and when customer require-
ments are identified, customer
satisfaction is assessed and both
are used for the planning process.
The questions asked in the OMB
application appear in boldface
type followed by our answers.

Excerpts from the SOI Division’s OMB Quality Improvement

QUALITY MEASUREMENT

Describe  the  organization’s
quality-related measures and indi-
cate the type of information they
contain relating to customers,
suppliers, internal operations,
products or services.

Customer satisfaction measures
are derived from customer surveys
placed in the SOI Bulletin publica-
tion and from customer feedback
through telephone calls, letters,
meetings or visits. Statistics are kept
on whether customer requests are
satisfied within pre-set response
times; typically, standards are given
for a telephone or written request to
be answered; and routine and peri-
odic publications are provided on a
set schedule.

Prototype Award Application

Supplier quality measures in-
clude weekly information on such
key quality indicators as the percent-
age of sampled documents located
for immediate processing. Process-
ing accuracy is measured against
standards contained in the Annual
Quality Plan. We do not rely heavily
on large samples to check supplier
quality; instead, all our suppliers are
asked to guarantee a minimum level
of quality and to commit to meet or
surpass it.

Internal (Division) operation
measures of quality are less sys-
tematic than those developed for
customers, suppliers and final
products. Checklists, schedule con-
trols and quality logs are used,
though, to track most complex inter-
nal operations, e.g., the delivery of a
computer tape file. Despite the exis-

tence of a detailed operating manual,
however, we are still learning how to
fully apply Total Quality Manage-
ment (TQM) in the white-collar por-
tions of our business.

Product and service quality
measures gre provided at virtually
every significant stage of an opera-
tion or project. All projects are
monitored routinely for timeliness,
and reports on quality are sent to our
major Treasury customers monthly
and to major outside customers
quarterly. Accuracy measures are
provided as a by-product of com-
puter processing or through sub-
samples of work in-process.
Measures of sampling and other
statistical errors are calculated and
made available to the customer.
Quality measures are not used to
ask, "Are things under control?" but,
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rather, "Where should we focus im-
provement efforts?"

State the most significant changes
in the types of information the or-
ganization collects now compared
to the period prior to initiating the
TQM process.

Before 1985, we had instituted the
use of customer survey forms in all
our publications; however, until the
. creation of the Information Office in
1989, little use was made of these sur-
vey results; minimal monitoring of
the quality of our telephone services
existed and comespondence, while
"controlled,” was often late and un-
‘even in responsiveness.
1985, -monthly monitoring of timeli-
ness was in existence for major
Treasury studies, but routine report-
ing on the timeliness of projects for
outside customers did not begin until
'1986.

Prior to

tic." We occasionally still fall into
this attitude today, but rarely.

Describe how the organization uses
the information it collects, and
specifically how it is used for con-
tinuous improvement. Give
specific examples.

Run charts and control charts, for
both the current and previous year,
are used to track changes in process-
ing quality over time. Many of these
are produced weekly. Pareto charts
are also developed to focus attention
on the best improvement oppor-
tunities. Quality statistics are shared
among suppliers and used by sup-
Dliers and project managers as the
basis for TQM, i.e., to target areas for
improvement and to hold gains once
identified. We are always conscious-
ly looking from project to project and
supplier to supplier for the best ap-
proaches. For example, during the

telephone communication on prob-
lem cases, and periodic small
samples of work done by all suppliers
to check for possible "drift" in the in-
terpretation  of instructions after
centralized training.

Timely data on quality are obtained
through a telecommunication network
installed in 1988. Weekly submissions
are required from each service center
on key performance indicators. This
system is being expanded to replace
some of the small amount of
telephonic reporting that still exists.

Quality management statistics are
available in the weekly "Statisticians’
Newsletter" (for suppliers) and the

' "Weekly Highlights" (mainly for cus-

tomers). Special analyses are pro-
vided as needed, including
semi-annual summary re-ports to
upper management in each service

Supplier measures of quality
before 1985 were reasonably satisfac-
tory as to timeliness and cost, but
otherwise often highly subjective and
nonsystematic. Internal operation
quality measures were virtually non-
existent prior to 1985; those that did
exist were used mostly during and im-
mediately after a crisis (i.e., on an ex-
ception basis, -rather than. on a
-continuous improvement basis).

Product and service quality
measures existed prior to 1985, much
as they do today. However, our use
of them was different then — largely
focused on control, not improvement.
In fact, these measures showed a
gradual deterioration of our quality
during - the early 1980’s. Customer
complaints, while not common, were
not rare either. Qur viewpoint then,
not without some merit, was that
budget cuts and increasing workloads
prevented us from doing better. At
that time, we hadn’t grasped or-
ganizationally that the quality process
was a way to save money and
produce better results. We had
mechanisms in place to deal with
complaints, but our response was
often defensive and not "opportunis-

processing of the first retuns filed
after the 1986 Tax Reform Act, it was
apparent that many taxpayers were
having problems with the new com-
Plexities introduced (e.g., the altema-
tive minimum tax and the new
passive loss limitations). The quality
logs being kept by suppliers and
project managers were shared as each
reporting problem was encountered.
Timely updates to instructions were
provided once a resolution was deter-
mined. This system of continuous
feedback and continuous improve-
ment in instructions remains in place
today as a comerstone of supplier
TQM. A key component of our
quality efforts is to share good ideas
quickly so as to enhance organiza-
tional learning and to document bet-
ter in order to retard institutional
forgetting.

Describe how the organization en-
sures that key data are accurate,

timely and available to those who
need them.

Accurate data on quality are en-
sured through quality audit and other
management  techniques; among
these are regular site visits by project
managers and analysts, computer
checks of all completed work, regular

center—(as—part—of —the—process—of
thanking them for their successes).

QUALITY IMPROVEMENT
PLANNING

Describe the short-term and long-
term goals for Total Quality
Management (TQM), and the
process for establishing these
goals. Describe how and to what
extent employees participate in the
planning process.

TOM planning is a totally in-
tegrated process at SOI, with the full
and active involvement of manage-
ment, employees, suppliers and key
customers. Since SOI is neither an
autonomous nor an independent
production entity, improvement is
impossible without close and con-
stant communication with our
product and service customers (the
Treasury Department’s Office of Tax
Analysis (OTA), the Joint Commit-
tee on Taxation, the Bureau of
Economic  Analysis and  other
governmental and private sector
clients) as well as our processing
partners (the 10 service centers,
Returns Processing and Accounting
Division, Computer Services, the
Martinsburg and Detroit Computing
Centers). In fact, it is only through
such communication that the con-

2
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stantly changing customers’ needs
can be determined, and, through
such knowledge of our customers
and processing partners, that new
needs can be anticipated and accom-
modated.

Short-term goals for TOM center
on making small improvements
throughout SOI all the time — the
success of which encourages the un-
dertaking of larger improvements.
One example of this technique is sys-
tem modemization, a long-term goal
which can be broken up into a series
of short-term pieces and carried out a
bit at a time (starting with the smaller
SOI projects). Annual goals in-
cluded iii the Service Center Quality
Plan, such as reducing the number of
missing returns, are another. As suc-
cesses are achieved, the taste of suc-
cess has led to growing use of the
processes that achieved them.

Our basic long-term goal is to
continue to change the SOI culture.
By instilling commitment to quality
and the right shared values within the
organization, we can let the values
dictate the way we operate. To create
this new culture, we are changing the
way we do many things. Some of
these are reflected in the SOI Multi-
Year Planning process, which spells
out our future operations. For ex-
ample, we are well along in the move
from batch-to-batch, person-to-per-
son, function-to-function statistical
processing to an on-line, one-person,
one-pass process. The right people
with the right skills (and tools) and
empowerment will help us achieve
this long-term goal. The tremendous
benefits in terms of increased data
accuracy and timeliness and
decreased costs are being realized in
the small projects, most of which
have already been restructured.

Employees participate in the plan-
ning process by providing input
during the preparation and develop-
ment of the SOI Multi-Year Operat-
ing and Service Center Quality Plans.
Employee input, for example, is
solicited through formal channels

(frequent staff meetings and one-on-
one manager/employee and employee
team sessions), as well as informally
through simple individual initiative,
such as developing customer and sup-
plier contacts. Individual initiative
has been encouraged, not only through
the award process, but also by granting
virtual autonomy to a growing number
of employees and employee groups,
such as teams established to plan,
develop, and implement a complete
project.

Briefly summarize specific plans for
TQM, identifying key priorities for
short-term and long-term improve-
ment. Describe how these plans are
managed on a routine, operational
basis.

Priorities for short-term improve-
ment include continuing the project-
by-project modemization efforts, with
the Individual Program being phased
in this year and Corporation next year;
developing an Automated Control
System to facilitate control of retumns
selected for SOI and to minimize ship-
ping and handling costs; continuing
efforts to acquire state-of-the-art com-
puters and enhancing in-house
capabilities in still other ways (e.g, to
reduce "middle-man" printing delays,
by moving fully to desk-top publish-
ing).

Specific plans for TQM for long-
term improvement include con-
solidating SOI operations by reducing
the number of suppliers to improve
responsiveness, accountability, com-
munication and lower costs. Already,
for example, all our small projects are
carried out by using a single (service
center) supplier (some in Cincinnati,
some in Ogden). We are focusing
more on the "ultimate” supplier -- the
taxpayer — to get accurate information
to begin with (eg, as in our ex-
perimentation with cognitive research
techniques — which examine what in-
fluences respondents to respond — lead-
ing mainly to improved forms design)
and shifting from descriptive statistical
products to inferential statistical services
(e.g, from tables to data structured for
input into tax policy models).

Improvement plans are managed
routinely through weekly staff meet-
ings, program review meetings and
regular customer contacts. For sup-
pliers, progress is managed through
weekly control charts, manager and
analyst on-site reviews and the
quarterly submission of quality im-
provement results.

Describe specifically how customer
requirements and feedback are
taken into account in the planning
process to improve existing
products and services.

Customer requirements, obtained
through ongoing customer-supplier
contacts, are translated into key
product delivery dates, tape stan-
dards, information content and table
requirements. For example, customer
requirements and feedback can result
in changing an entire process, such as
the Individual Program sample.
OTA, a major user of the Individual
Program, determined that, due to tax
reform and other factors, changes
were needed in the Individual Pro-
gram sample, so that OTA would be
better able to estimate certain tax
legislation effects. The changes in-
cluded providing for the creation of
tax families, the establishment of a
longitudinal panel (tracking informa-
tion on the same taxpayers over the
years), and the design of a sample
better suited to providing estimates for
lower income taxpayers.

To effect these changes, SOI estab-
lished a Quality Planning Team com-
posed of representatives from OTA
and our suppliers (service centers,
Detroit Computing Center, and IRS
Computer Services), statistical con-
sultants and several SOI employees
representing various technical areas.
This process represented a milestone,
in that this group was the first Quality
Planning Team to be set up within the
IRS. Using the Juran Quality Plan-
ning Process in their meetings, the
team laid the foundation for the
Sample Redesign.

Once the planning process was
complete, an Implementation Team
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was formed within SOI to carry out
the recommendations of the Planning
Team. The Implementation Team
continues to hold regular meetings
with OTA to provide updates and get
needed buy-ins. A unique aspect of
this entire effort is that SOI has
helped the customer refine needs and
requirements by a give-and-take
process that is basically "data driven.”

Describe the principal types of
data, information and analyses
used in planning (such as cus-
tomer  requirements, -process
capabilities, supplier data and
benchmark data).

The planning process is basically

evolutionary, impacted greatly by ex-

perience and by advice obtained
Jfrom quality champions within the
SOI function and by experts, such as
Juran and Deming.  Traditional
customer planning meetings have

- provided information on customer

concerns and annual content re-
quirements. Semi-annual SOI Ad-
visory Panel meetings with the
academic community are also held;
these provide long-term guidance on
the broad, strategic direction of SOI
programs. The focus is still the cus-
tomer, but the objectives are long-
term. For our suppliers, Fiscal
Year Annual Business Reviews are
used to evaluate data on the service

center efforts to accomplish SOI *

functional critical success factors.

Annual Quality Planning Meetings
are held with service center
managers; these provide a focus to
look at results and to examine sup-
Dlier needs and concems. Review
visits and the Serice Center

* Quarterly Quality Activity Reports

also provide information and collect
data on problem areas and improve-
ment opportunities. Benchmark
data (how we did in the past) and
process capability data (what our
"best" performance was) are derived
from the information systems men-
tioned above and still others. We
also have efforts underway to
benchmark our performance against
other government organizations
engaged in similar activities.

THIS ISSUE AT A GLANCE

cluded in the same Bulletin ar-
ticle_that_provided—data—on

Three of the four articles that
appear in this issue have to do with
the "international” area. The first
provides industry data on foreign
corporations doing business in the
United States; the second, data on
foreign recipients of U.S. income;
and the third, on the corporate
foreign tax credit. All three feature
data by country (or geographic
area) -- country of incorporation in
the first instance, country of re-
cipient in the second, and country
to which foreign taxes were paid, in
the third. The final article presents
projections of returns éxpected to
be filed with the Internal Revenue
Service during the current and next
7 fiscal years. A brief description
of the data provided in each article
follows:

® Foreign Corporations with In-
~ come Effectively Connected with
a U.S. Business, 1987.-- Presents
data for companies incorporated
abroad, but that conduct busi-
ness in the United States, near-

ly all of which file a Form
1120F corporation income tax
return. In prior years, data for
these corporations were in-

foreign-controlled U.S. cor-
porations, under the title
"Foreign Corporate Investment
and Activities in the United
States.” The companion article
for 1987, on foreign-controlled
U.S. corporations, appeared in
the Summer 1990 issue.

® Foreign Recipients of U.S. In-
come, 1988.-- Though for 1988
rather than 1987, this article
presents data on the income
paid to, and the U.S. income

tax withheld from, foreign "per- -

sons" other than corporations
with income ‘effectively con-
nected” with a U.S. business.

All data are from Form 1042S,

Foreign Person’s U.S. Source

ing.

® Corporate Foreign Tax Credit by
Country, 1986.--The data pre-

sented here include foreign in- -

come by source and type,
whether from foreign branches
or otherwise, and the foreign
income taxes paid on this in-
come by the type of income on
which the taxes were based.

4

Income Subject to Withhold- -

All of this information is
based-on-the-corporation-in-
come . tax returns filed by
those claiming a foreign tax
credit, particularly the at-
tached Form 1118, Computa-
tion of Foreign Tax Credit.
The "by industry” half of this
biennial study was published
in the Fall 1990 issue of the
Bulletin.

® Projections of Returms to be
Filed in Fiscal Years 1991-
1998.--Provides  the latest
projections of the principal
types of returns to be filed
‘with the Internal Revenue
Service and processed through
"its computerized Master File
System, taking into account
the most recent legislative or
administrative changes in
filing requirements, as well as
demographic and various
economic assumptions.

BEHIND THE SCENES

This column will, again, be
‘devoted to highlighting in-
dividuals in SOI Division who
have played key roles in our in-
itiatives to modernize our data
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processing systems. In the Summer
1990 issue, we provided general in-
formation about the conversion of
service center processing of our
programs to an on-line environ-
ment. We used that opportunity to
introduce the members of our-Dis-
tributed Processing System Team
and Technical Team, all of whom
have contributed significantly to
our progress to date. That was fol-
lowed, in our Iast issue, by an in-
troduction to the activities and
teams connected with  the
Prototype Individual SOI Modern-
ization Project. This time, we are
focussing on the group of people
involved in the conversion of ‘our
other major program -- corpora-
tions.

In April 1989, through a reim-
bursable agreement with the Com-
merce Department’s Bureau of
Economic Analysis, the SOI
Division began to develop an on-
line system that would enable
selected early financial data to be
produced from the U.S. Corpora-
tion Income Tax Return (Form
1120) Program. A group of sys-
tems and subject-matter analysts,
known as the Corporation Ad-
vanced Data System (CADS)

Team, was set up for this purpose. -

Once in place, studies would be
conducted annually, beginning

with Tax Year 1990, to provide

preliminary income statement, tax,
distributions and foreign source in-
come data.

Developing the Corporation
Program on-line was a difficult
task. Part of the project involved
combining the data capture and
error resolution processes into
one, as well as instructions for
these two aspects of the study. The
complicated part, however, . has
been including in the new system
capacities for eight different return
types, noncalendar year filing

periods plus other characteristics

unique under the corporate - tax
law.

. Despite the tough problems
that had to be solved, the CADS
team and everyone associated with
it have been successful in their ef-
forts. So much so, in fact, that
production, scheduled to begin in
February- 1991, actually began a
month ahead of schedule! Much
of this success is due to the effec-
tive blending of the diverse back-
grounds of team members -- the
CADS project represents the first
time = subject-matter economists
and systems analysts have func-
tioned together as equals in the
corporate program. Beginning
with the Tax Year 1990 program,
statistical editors in six service
centers will enter data in an on-
line interactive environment.
These service centers will have ac-
cess to the corporate SOI database
residing on a mini-computer in the
Ogden Service Center (OSC) via
the Consolidated Data Network

(CDN) telecommunications lines.

Here in the SOI Division, the
CADS project is being managed by
ROYLENE GOMILLION, Acting
Chief of the Corporation Statistics
Branch Research Section. The
team working with Roylene is
comprised of ALLISON CLARK,
KAREN GUTMANN, GLENN
HENTZ and THERESE
MCFADDEN, subject-matter ana-

lysts, “who are responsible for

preparing processing specifica-
tions, writing the edit (data cap-
ture) manual and training the
statistical editors in the service
centers, as well as testing the sys-
tem. 'The systems analysts, LISA

"CHAU, CONSTANCE CARNEY

and SANDRA NEALE, are
responsible for developing the

‘computer specifications, testing

the system and.working closely
with the programmers.

In the field, we are ably assisted
by many colleagues in Ogden and
at the Detroit Computing Center
(DCC). In particular we would
like to acknowledge the help of the

5

programmers and developers at
OSC, including LARRY BEN-
NINGTON, TIM CHILDS, MAR-
VIN DEA, ROBERT DESPANE
and DAVID HAMILTON, and
managed by DEBORAH EDDY,
Chief of the National Office Spe-
cial Projects Section. Also work-
ing closely with the development
are IRMA FISHER, Systems Ad-
ministrator, and MARY ANN
HALE, Database Manager. At
DCC, our programming support is
provided by LORETTA LEWIS
and MARGARET WALTERS.

YOUR CALL

We thought you might be inter-
ested in an update on the volume
of inquiries our Statistical Infor-
mation Services (SIS) Office
receives. In the 2 years since the
SIS Office first began (in February
1989), there has continued to be a
steady increase in the number of
telephone and written requests for
SOI data and publications. In the
12-month period January through
December 1990, our staff handled
a total of 4,082 inquiries -- 3,524
were answered by telephone; 558
were answered by letter responses.

It is interesting to note that:

e the most calls -- or about 16
percent of the telephone in-
quiries -- were received
from consultants;

e most of the written respon-
ses, however, were to
"other" private businesses --
about 19 percent of all let-
ters sent;

e over half of the telephone
calls came from five groups:
consultants; "other” private
businesses; the Internal
Revenue Service, itself;
"other" Federal govern-
ment organizations (see the
table below), and State and
local government organiza-
tions;
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® a different mix of five
groups accounted for nearly
70 percent of the written
responses: consultants; col-
leges and universities;
"other" private businesses;
State and local government
organizations; and private
citizens;

. @ the average number of tele-
phone inquiries received
- per month in 1990 (nearly
300) is about 25 percent
more than was received in
1989, while the average
number of letter responses
" writtén per month in 1990
* was about the same (ap-
" proximately 50) as the pre-
".vious year; and '

e finally, about 5 percent of
~the «calls and written

Inquirer Telephone Letter
Total . 100.0% 100.0%
Consultant/

Researcher 15.9 10.4
Accounting

Firm 2.2 2.7
Association 5.7 4.5
Law Firm 2.8 2.3
Other Private

Business - 10.7 19.2
College 58 124

Public Library 0.9 11
Private Citizen 8.9 12.8

State/Local
Government 9.1 14.9
IRS 13.6 34

Congressional 6.6 43
Other Federal

recent list of the names and
telephone numbers of these
specialists, along with a descrip-
tion of their projects, appeared in
the Fall 1990 issue of the SOI Bul-
letin.

If you have any suggestions on
how we may improve this service
or if you wish to obtain informa-
tion about our data and programs,

. we invite you to give us a call on

(202).233-1755.

UPCOMING FEATURES

The following are some of the
articles planned for inclusion in
upcoming issues of the SOI Bul-
letin:

- Government 9.1 36

Foreign 09 20 ¢ Individual Income Tax Re-
Media 5.2 4.8 turns, Preliminary Data,
Student 2.2 23 1989;

Other 0.2 0.0

responses-were-in reply to
media requests. However,
with some exceptions,
media requests are referred
directly to, or at least must
be coordinated with, IRS
Public Affairs Media Rela-
tions Staff (202-566-4024).

The following table summarizes
the cumulative inquiry count, from
. January through December 1990,

by type of inquirer and type of
_Tesponse: '

The SIS Office staff is con-
tinually looking for ways to im-
prove the service we provide.
Questions about the availability of
our SOI data, other statistical ser-
vices or release dates for new pub-
lications can usually be handled by
our SIS team directly. Inquiries
concerning technical details about
a project will be referred to a sub-
ject-matter specialist in one of the
program -branches.  The most

® Average and Marginal Tax.
Rates, 1987

® Tax-exempt Organization -
Unrelated Business In-
come and Tax, 1987;

® Private Foundations, 1986-
87; '

® Sole Proprietorships, 1989;
e Partnerships, 1989,
¢ Corporations, 1988.




Foreign Corporations with Income Effectively
Connected with a U.S. Business, 1987

By James R. Hobbs*

For 1987, 10,500 *foreign® corporations (i.e., those in-
corporated abroad) reported $61 billion of receipts
generated from activities "effectively connected® with a
U.S. trade or business. Overall, these companies
reported a net deficit of $162 million from these activities.
Only 3,300 of these companies reported a profit, totalling
$2.2 billion. This resulted in $589 million of tax (referred
to as the "Section II* tax in this article), after the reduction
of credits and the addition of small amounts of tax from
recomputing prior-year investment credits [1].

FOREIGN OPERATIONS IN THE UNITED
STATES

Foreign "persons" can establish business operations in
the United States through several forms, including cor-
porations, partnerships, and joint ventures. in regard to
corporations, foreigners can either gain control of an
existing U.S. company, create a new U.S. company, or
operate in the United States as a branch of a foreign
company. This article focuses on the latter [2].

There are several factors involved in the decision of a
foreign investor to operate in the United States through
either a *domestic" or *foreign® corporation [3]. The U.S.
tax structure is one of these factors and it is discussed
next in this article for foreign corporations operating in the
United States.

U.S. TAXATION

Foreign corporations are those that are incorporated
abroad. Thus, they are not created or organized in the
United States, or under the laws of the United States or
any of its States. These corporations are, however, sub-
ject to U.S. income tax on income "effectively connected"
with the conduct of a U.S. trade or business, as well as on
income from U.S. sources that is not effectively con-
nected. There are two methods of taxation that apply,
depending on whether or not the income is considered to
be effectively connected with a trade or business in the
United States [4].

Foreign corporations are taxed on income effectively
connected with a U.S. trade or business in a manner
similar to that used to tax the income of domestic corpora-
tions. This tax is referred to as "Section II* tax on Form
1120F, U.S. Income Tax Return of a Foreign Corporation.
To determine the taxable income, gross income that is
effectively connected with a U.S. trade or business is
reduced by allowable deductions to the extent that such
deductions are related to this income [5]. The same tax
rates, tax methods, and credits used to reduce tax liability
are available to both foreign and domestic corporations.

The Tax Reform Act of 1986 changed the regular cor-
porate tax rates, effective July 1, 1987 [6]. For the period
before this date, the rates were as follows:

Taxable income TJaxrate
$250000rless ........... 15%
$25,001 t0 $50,000 ........ 18%
$50,001 t0 $75,000 ........ 30%
$75,001 to $100,000 ....... 40%
Over $100,000 ............ 46%

If a corporation’s taxable income exceeded $1 million,
then the corporation was liable for an additional tax equal
to the lesser of (a) 5 percent of the taxable income over
$1 million, or (b) $20,250.

For the period beginning on July 1, 1987 and continu-
ing thereafter, the corporate tax rates were changed to:

Taxable income Jaxrate
$50,0000rless ........... 15%
$50,001 to $75,000 ........ 25%
Over$75,000 ............. 34%

If a corporation’s taxable income exceeds $100,000,
then the corporation is liable for an additional tax equal to
the lesser of (a) 5 percent of the taxable income over
$100,000, or (b) $11,750.

*Assistant Chief, Foreign Statistics Branch. Prepared under the direction of Daniel Skelly, Chief, Foreign

Statistics Branch.
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For accounting periods that included July 1, 1987,
taxable income was subjected to both the old and new tax
rates, with the resulting tax determined based on a prora-
tion of the number of days in the accounting period that
fell before and after July 1. Because the statistics for 1987
shown in this atticle represent corporate returns with
accounting periods that ended between July 1987 and
June 1988 (and, thus, began as early as August 1986 for
a 12-month period), the income tax amounts were calcu-
lated based on a mix of both the old and revised tax rates.

The 1986 Act also repealed the alternative tax on capi-
tal gains beginning July 1, 1987. Previously, companies
with net long-term capital gains could elect to use an
alternative method of tax computation if it produced a
lower amount of tax than under the regular method.
Under the alternative method, net long-term capital gains
were taxed separately at a rate of 28 percent (34 percent
for the period January 1, 1987, to July 1, 1987). The
remainder of taxable income was then taxed at the regular
rates. Under the 1986 Act, corporate long-term capital
gains are taxed as ordinary income; there is no alternative
tax computation for capital gains [7].

over 60 percent of foreign corporations with U.S. effective-
ly connected income were classified as real estate com-
panies. This is discussed in more detail later in this article.

Certain types of foreign-source income were also con-
sidered to be U.S. effectively connected income. For
instance, interest received by aforeign bank from sources
outside the United States was treated as effectively con-
nected with the conduct of a U.S. trade or business if the
bank had an office in the United States to which the
income was attributable and if the interest was derived
from banking activities in the United States. Because
foreign income taxes were imposed on such interest,
banks accounted for nearly all of the total foreign tax credit
claimed by foreign corporations with U.S. effectively con-
nected income for 1987.

As mentioned previously, foreign corporations were
also taxed on U.S.-source income that was not effectively
connected with the conduct of a U.S. trade or business.
(This tax is referred to as *Section I* tax-on Form 1120F.)
This income included certain amounts of investment in-

Credits could be used to reduce the *"Section II* tax
calculated under either the regular or alternative methods.
These credits included, for Tax Year 1987, the foreign tax
credit and the general business credit. The Tax Reform
Act of 1986 made certain changes to the credits available

to corporations. In addition to the regular or alternative

“tax after credits, a foreign corporation’s *Section II" tax
could include a tax from recomputing prior-year invest-
ment credits.

Fixed or determinable annual or periodic income from
U.S. sources, such as interest, dividends, rents, royalties,
annuities, and certain gains (such as from the sale or
exchange of patents and copyrights) may or may not be
effectively connected income [8]. This is determined on
the basis of whether the income is from assets used in the
conduct of a U.S. trade or business and whether the
activities ofthe U.S. trade or business are a principal factor
in producing the income.

A foreign corporation that disposes of U.S. real proper-
ty interests must treat the gain or loss as effectively con-
nected income, even if the corporation is not otherwise
engaged in aU.S. trade or business. In addition, aforeign
corporation could elect to treat certain income from U.S.
real property as effectively connected income, even if it
otherwise would not have been considered to be this type
of income. Included were certain gross rents, royalties,
and gains. ~ This election permitted the corporation to
apply deductions against this gross income. For 1987,

nuities, and gains from the sale or exchange of certain
property (including patents, copyrights, timber and coal).
Gross income in these categories was taxed at a rate of
30 percent uniess the rate had beenreduced as the result
of a tax treaty between the United States and the foreign
company’s country of incorporation [9].

Basically, then, a foreign corporation’s total U.S. tax
was the sum of (1) the tax on income effectively connected
with the conduct of a U.S. trade or business ("Section II*
tax) and (2) the tax on U.S.-source income that was not
effectively connected ("Section I* tax) [10]. It could also
include (1) an alternative minimum tax, (2) an environmen-
tal tax, (3) a Personal Holding Company tax, and (4)
branch profits and branch-level interest-taxes. The en-
vironmental tax was authorized by the Superfund Amend-
ments and Reauthorization Act of 1986. (The statistics for
*Total U.S. Income Tax* shown in this article include all of
the above taxes, except for the "Section I* tax, which is
shown separately.) :

The transfer of profits from a U.S. branch of a foreign
corporation back to its main office in aforeign country was
generally not subject to U.S. income tax. However, if the
foreign corporation later distributed these profits as
dividends and 50 percent or more of its gross income
(over a 3-year period) was attributable to effectively con-
nected income from its U.S. branch, then a portion of the
distribution could become subject to a U.S. withholding
tax of 30 percent. In addition, while interest paid by a U.S.
branch of a foreign corporation to foreign creditors could

come,_such_aS-interest,—dividends,—rents,—royalties,—an-——




Foreign Corporations with U.S. Operations, 1987 9

be a tax deduction in calculating effectively connected
taxable income, this interest could also be subject to a
U.S. withholding tax similar to that described for
dividends. These "second-{evel withholding taxes* could
be reduced or eliminated by U.S. income tax treaties with
other countries.

The Tax Reform Act of 1986 replaced the *second-level
withholding taxes® with *branch profits and branch-level
interest taxes," subject to modification or elimination by
tax treaties. For tax years beginning after 1986, the U.S.
branch of a foreign corporation could be subject to a
30-percent tax on amounts considered to be a *dividend
equivalent® and on certain "excess interest* deductions
used in calculating effectively connected taxable income.
Dividend equivalent is the branch'’s effectively connected
earnings and profits for the year, reduced (or increased)
by the amount of increase (or decrease) in the branch’s
U.S. net equity position during the tax year. Section 884
of the Internal Revenue Code specifies the branch profits
and branch-level interest taxes.

Only data for the 10,478 foreign corporations which
had income effectively connected with a U.S. trade or
business for 1987 are included in this article. Foreign
corporations with only U.S.-source investment income
(i.e., income not effectively connected with aU.S. trade or
business) are therefore excluded.

GROWTH OF FOREIGN CORPORATIONS

The activity of foreign corporations in the United States
has grown at a rapid pace. Total receipts of these cor-
porations from activities effectively connected with a U.S.
trade or business grew from $21 billion for 1983 to $61
billion for 1987, a 193 percent increase, using current
dollars. This growth rate was notably higher than the 34
percent increase for all U.S. corporation income tax
returns (see Figure A). It should be noted that total
receipts for domestic corporations includes income from
both domestic and foreign activities. Generally, it also
includes investment-type income, such as interest and
dividends not directly connected with a business activity.
The amount of U.S. source, business-related income of
domestic corporations for 1983 through 1987 was not
separately reported on the corporation income tax return
and, thus, not available for comparison to the U.S. effec-
tively connected income of foreign corporations.

As a result of the growth rate of foreign corporations
with U.S. effectively connected income, their share of the
receipts reported on all corporate returns increased from
0.29 percent for 1983 to 0.64 percent for 1987. While

Figure A.— Foreign Corporations with Income Effectively
Connected with a U.S. Business Compared with All
Corporations, 1983-1987

[All figures are estimates based on samples—money amounts are in millions of dollars]

All o Returns of
ation ign corporations
Your and o Sapaten Loy St
returns connected income
1987
Number of returns ... 3,612,133 10,478
Total receipts. RN 9,580,721 61,004
Net income (less deficit) ............... 328,224 -162
U.S. income subject to tax 311,841 1,647
Total U.S. income tax after credits®. 86,989 614
1986
Number of returns .. 3,428,515 11,342
Total receipts........... 8,669,379 43,626
Net income (less def 269,530 -139
U.S. income subject to tax..... 276,173 1,818
Total U.S. income tax after credits? .................. 73,876 564
1985
Number of Teturns ..o, 3,277,218 11,693
Total receipts................ 8,398,278 50,909
Net income (less deficit) ... 240,119 -1,487
U.S. income subject to tax.......... 266,061 1,025
Total U.S. income tax after credits................... 63,348 362
1984
Number of returns ... 3,170,743 10,905
Total receipts................ 7,800,711 43,656
Net income (less deficit) .. 232,901 -1,513
U.S. income subject o tax.... 257,054 902
Total U.S. income tax after cr 63,990 317
1983
Number of returns .. 2,999,071 8,001
Total receipts........... 7,135,494 20,794
Net income (less de! 188,314 -1,118
U.S. income subject to tax 218,686 469
Total U.S. income tax after credits® ................ 51,479 152

' Table excludes toreign corporation returns with only income from U.S. sources that was not
effectively connected with a U.S. trade or business. Income statement items shown in this table
pertain only to the effectively connected income of foreign corporations.

2 For toreign corporations, total U.S. income tax includes “Section 11" tax, which was based on
income effectively connected with a U.S. trade or business, as well as the Personal Holding
Company tax, environmental tax, alternative minimum tax, and the branch profits and branch-level
interest taxes. It excludes “Section I tax since the income from U.S. sources is not effectively
connected with the conduct of a trade or business in the United States.

these aggregate percentages are small, foreign corpora-
tions accounted for substantially larger portions of
receipts for specific industries, particularly banking. This
is discussed in the next section of this article.

INDUSTRY CHARACTERISTICS

As can be seen in Figure B, the finance, insurance and
real estate industrial division accounted for most of the
business activity in the United States by foreign corpora-
tions. In fact, for 1987, this division accounted for 77
percent of the returns filed and 80 percent of the total
receipts resulting from trade or business effectively con-
nected with a U.S. activity.

The 6,367 foreign corporations involved in real estate
(61 percent of the total) generated only $1.5 billion (or 3
percent) of total receipts. This was an average of just
$240,000 per company. As a group, foreign real estate
companies reported a net deficit of $332 million for 1987.
For every company that reported a profit (i.e., netincome
for tax purposes), nearly three and one-half others
reported losses (see Figure C).
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Figure B

Foreign Corporations with In-
come Effectively Connected with
a U.S. Business, by Industry, 1987

Number of Returns
Total: 10,478

Other
Industrial
Divisions
23%
Real
Estate
61% Insurance
and Other

Finance 13%

Figure C.—Foreign Real Estate Companies with Income
Effectively Connected with a U.S. Business, 1986 and
1987

[All figures are estimates based on samples—money amounts are in millions of doltars]

ttom 1888 1987

Number of returns, total...........cocoooveenienienns 7.110 6,367

With net iNCOME.......ccoccermri st ceninseiiaenns 2,086 1,862
Total receipt 2,069 1,534
Total deductions...........ccvceeiicicereiiieniiie e 2,409 1,856
Total receipts less total deductions . -340 -322
Net income (less deficit) ..........ccccovcrrcerennnnne -350 -332

Net income............ccocoeeinnnee 589 238

Deficit..ovcverrrcrnrnennen 939 570
U.S. income subject to [ SOOI 428 ' 124
Total U.S. income tax:’

Before credits ... 133 47

After credits 131 46
SeCtON | tAX...c.oiiiceeiirciiie e 5 1
Section [l tax 130 41
Branch profits and brancMevel interest taxes .. NI/A 4

7 Total U.S. income tax includes “Section II" tax, which was based on income effectvvely
connected with a US. trade or business, as well as the Personal Holding Company  tax,
environmental tax, alternative minimum tax, and the branch profits and branch-leve! interest taxes.
It excludes “Section I tax since the income from U.S. sources is not effectively connected with the
conduct of a trade or business in the United States. “Section I tax, however, is shown separately.

N/A - Not applicable.

corporation income tax returns with banking as their prin-
cipal business activity. (Refer back to the "U.S. Taxation"

- section of this article for a discussion_of forelgn-source__

Banking
3%
Total Receipts
Total: $61 Billion
Real
Estate
39, Other
Industrial
Divisions

20%

Banking
70%

Insurance
and Other
Finance 7%

_-.\\\‘2\‘}&\“\\\

Foreign banks in the United States reported receipts of
nearly $43 billion, or 70 percent of the total U.S. effectively
connected income. Nearly all ($37 billion) of this income
was interest. Only 286 banks, 3 percent of all the foreign
companies, generated these receipts for 1987.

The $43 billion in receipts resulting from U.S. effectively
connected business operations represented 11 percent
ofthe worldwide receipts ($395 billion) reportedon all U.S.

interest received by foreign banks which is considered to
be U.S. effectively connected income.) The 1987 receipts
of foreign banks in the United States represented a 63
percent increase over the $26 billion reported for 1986.

Figure D compares foreign banks to all banks that filed
U.S. income tax returns for 1987. The amount of receipts
reported by foreign banks are those effectively connected
with a U.S. business, while receipts reported on all U.S.
income tax returns of banks represent worldwide ac-
tivities. Substantially less foreign banks reported profits
than did all of the banks, 38 percent compared to 68
percent. However, the 109 profitable foreign banks
averaged $15.5 million of netincome, while the 8,309 total
profitable banks averaged only $2.5 million of net income.
Reflecting this information, the ratios of total U.S. income
tax before credits to total receipts were somewhat similar,
1.3 percent compared to 1.7 percent. After credits, the
difference in the ratios of tax to receipts narrowed to 1.1
percent versus 1.3 percent. U.S. banks had substantial
amounts of credits, particularly foreign tax credits.

The wholesale and retail trade industrial division was
second to finance, insurance and real estate in total
receipts, although it accounted for only 12 percent (or
$7.5 billion) of the total receipts of all foreign corporations.
The corresponding percentage for the finance, insurance
and real estate group was 80. No other industrial division
represented more than 2.5 percent of the total (see Table

1).
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Figure D.—Forelgn Banks with U.S. Effectively Connected Income Compared with All Banks that Filed U.S.

Income Tax Returns, 1987 .

[All figures are estimates based on samples—-money amounts are in millions of dollars]

All ' Returns of
1t corporation foreign banks with
em income tax U.S. effectively
returns connected income

Number of returns, total 12,243 286

With netincome .............. e . 8,309 109

= T a1 -V I 2 T R 67.9% 38.1%
Total reCEIPES . v v v vuvr e i et e 394,678,345 42,828,676

1T £ N 300,518,674 36,676,217
Total dEAUCHIONS ...t i vttt iit s tiiiie e ranneerirstoinseanesnnesanssasoasennonsasanss 371,784,728 41,783,357

INtErest PAIA . ..o vttt i i e e e e 216,656,309 35,310,938
Net income (less deficit) .................... et ettt et 14,224,568 1,028,086

F = 14 TeT ) 1.4 1 S 20,377,186 1,693,394

07+ 1 P 6,152,617 665,309
U.S. income subjecttotax..................... RN 16,830,301 1,330,199
Total U.S. incometax beforecredits 1 ... ......coviniiinennin ittt it iananensnns 6,765,723 546,353

Regular and alternative tax or Section lltaX . ..............viiii i 6,484,540 533,283
SOCHON L 1AX 2 . . ettt ittt ittt ettt eaes e s aaa ettt e 26,871 26,871
B IRy (T L1 =T 1,708,449 - 54,479

Foreigntax crodit . ... ....ovunuiiiii ittt i e e 1,366,848 52,747

Generalbusiness credit ........ ...ttt i it i e et i e 341,270 1,732
Total U.S. incometax after credits ........c.oiivtieneriinirarsesessonssnsnrncasstiroscnos 5,057,274 491,874
Total U.S. income tax before credits as a percentage oftotal receipts .......................... 1.7% 1.3%
Total U.S. income tax after credits as a percentage of totalreceipts . ............... .ot 1.3% 1.1%

1For all returns, total U.S. income tax before credits includes regular and alternative taxes, Personal Holding Company taxes, taxes from recomputing prior year investment credits, environmental
taxes, and alternative minimum taxes. For foreign corporations, total U.S. income tax before credits includes "Section II° tax, which is similar to the regular and alternative taxes and is based on

income effectively connacted with a U.S. trade or business, as well as the Personal Holding Company tax, the tax from

t credit, environmental tax, and the

puting prior year i

alternative minimum tax. It also includes the branch profits and branch-level interest taxes for foreign corporations. However, it excludes “Section I* tax for these foreign companies since the income
from U.S. sources is not effectively connected with the conduct of a trade or business in the United States.

nly foreign corporations with U.S. effectively connected income could have Section | tax.

COUNTRY CHARACTERISTICS

Nearly three-fourths of the 10,478 foreign corporations
which reported income effectively connected with a U.S.
trade or business for 1987 were incorporated in the ten
countries shown in Table 2. These 7,592 companies also
accounted for 89 percent of the effectively connected
receipts of all foreign corporations operating a U.S. trade
or business.

Table 2 shows that nine of the ten countries with the
largest amount of U.S. effectively connected receipts were
the same for 1986 and 1987. The only new country on
this list was Belgium, in the tenth position, which replaced
the Netherlands. Foreign corporations from Belgium ac-
counted for $1 billion of receipts from U.S. effectively
connected business activities.

The Netherlands Antilles had the largest number of
foreign-incorporated U.S. businesses, totalling 4,375, or
nearly 42 percent of the total for 1987. However, these
corporations accounted for only 4 percent of the effective-
ly connected receipts of all foreign corporations. This
coincided with the fact that 3,422 of these corporations
were principally involved in real estate activities and
produced only $870 million of receipts (see Table 3). As

previously noted, foreign corporations involved in U.S.
real estate activities tended to report relatively small
amounts of receipts, as compared to those engaged in

' dther_business activities.

Japanese corporations produced the largest amount
($21.3 billion) of U.S. effectively connected receipts for
1987. This was an increase of nearly 80 percent, up from
$11.9 billion for 1986. The majority of the receipts were
produced by banks. In fact, U.S. branches of 33
Japanese banks produced $20.8 billion of U.S. effectively
connected receipts for 1987. These receipts accounted
for 98 percent of the receipts of the 394 Japanese-incor-
porated businesses operating in the United States.

Twenty of these 33 Japanese banks produced $661
million of taxable (net) income (i.e., *U.S. income subject
to tax® in the statistics) as a result of their U.S. effectively
connected business activities. (The other 13 banks
reported deficits and, as a result, had no taxable income.)
This U.S. taxable income resulted in $254 million of *Sec-
tion II* U.S. taxes, prior to credits. However, this amount
was reduced by $51 million of foreign tax credits and $1
million of general business credits. The $51 million rep-
resented over 97 percent of the total foreign tax credits
claimed by all foreign corporations with income effectively
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connected with a U.S. trade or business. The United
States allowed a foreign tax credit against income tax for
certain taxes paid or accrued to foreign countries. These
taxes were based on the corporation’s foreign-source
taxable income, certain types of which were considered
to be U.S. effectively connected income. (See the section

Foreign Corborations with U.S. Operations, 1987

entitled "U.S. Taxation.)

Canadian corporations produced the second largest
amount ($12.6 billion) of U.S. effectively connected
receipts for 1987, a 174 percent increase over the 1986
amount of $4.6 billion. Over 88 percent of these receipts
were from companies classified in the finance, insurance
and real estate industrial division. Banks and insurance
companies accounted for most of these receipts, with

$6.8 and $4.0 billion, respectively.

INDUSTRY AND COUNTRY COMBINATIONS

Table 3 shows the 13.industry-country combinations
with the largest total receipts for 1987. Each of these
combinations had over $500 million of U.S. effectively
connected-receipts—As-a-group;-these-13-combinations
accounted for 80 percent of the $61 billion of total receipts
of foreign corporations with U.S. effectively connected

income.

Nine of the 13 industry-country combinations involve
foreign banks, from Japan ($20.8 billion. of receipts),
Canada ($6.8 billion), ltaly ($2.2 billion), West Germany
($2.0 billion), France ($2.0 billion), United Kingdom ($1.9
billion), Switzerland ($1.2 billion), Belgium ($1.1 billion),
and Australia ($550 million). Two of the four remaining
combinations were °"miscellaneous® wholesalers from
Switzerland and Bermuda. Miscellaneous wholesale

trade included the distribution of the following items:

Alcoholic beverages

Apparel, piece goods, and notions

Chemicals and allied products

Drugs, drug proprietaries, and druggists’
sundries

Electrical goods

Farm-product raw materials
Furniture and home furnishings

Hardware, plumbing, and heating equupment andv

supplies
Lumber and construction materials .

Metals and minerals, except petroleum and scrap

Motor vehicles and automotive equipment
Paper and paper products :
Petroleum and petroleum products
Sporting, recreational, photographic, and
hobby goods, toys, and supplies

Other nondurable goods, except groceries and
related products

Other durable goods, except machinery, equip-.
ment, and supplies

The two remaining combinations ‘were Canadian in-
surance companies and real estate companies from the
Netherlands Antilles.

INCOME STATEMENT AND TAX ITEMS .

For 1987, the 10,478 foreign corporations reported
receipts totalling $61 billion from activities effectively con-
nected with a trade or business in the United States.
Business rec eipts amounted to $20 billion, while $38
billion of the total was interest income.

Collectively, foreign corporations claimed $61 billion in
deductions for 1987. Cost of sales and operations was
$12 billion. In conjunction with foreign banks producing
large amounts of receipts in the form of interest income,
they reported deductions for interest paid totalling $35
billion—This-amount-was-96-percent-of the-$37-billion-of ——
total interest paid by all of the foreign corporations.

Foreign corporations realized an overall net deficit of
$162 million from their effectively connected activities.
This was the result of 3,306 corporations having $2.2
billion of profits and 7,172 companies that were without
profits, totalling $2.4 billion of deficits. (A small.number of
these 7,172 companies were actually “breakeven® com-
panies with equal amounts of receipts and deductions.)
Thus, only 32 percent of the foreign corporations reported
profits for 1987, as compared to 55 percent of all corpora-
tions filing U.S. tax returns. The percentages for 1986
were very similar to those for 1987, with only 32 percent

. of the foreign corporations reporting profits, compared to
- 56 percent for all corporations. See Figure E for a com-

parison of the percentages of profitable companies forthe
period 1983 to 1987. As can be seen in this figure, the
percentage of profitable foreign corporations increased
somewhat over the 5-year period.

For 1987, the profitable foreign corporations had $1.6
billion of income subject to U.S. tax from their effectively
connected activities with a U.S. trade or business. This
amount was after net operating loss deductions and spe-
cial deductions, and resulted in a *Section II* tax of $645

~ million before credits. Tax credits of $56 million reduced

this U.S. tax liability, with foreign tax credits of $53 million
accounting for most of the credits. With the addition of
small amounts of tax from recomputing prior-year invest-
ment credits, "Section II° tax totalled $589 million. The
$589 million of tax represents less than 1 percent of the
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$61 billion of effectively connected total receipts
generated by foreign corporations.

Foreign corporations with effectively connected U.S.
trade and business income also incurred $31 million of
income tax on U.S.- source income that was not effectively
connected with their U.S. operations (i.e., *Section | tax),
as well as $9 million of alternative minimumtax, $12 million
of branch profits and branch-level interest taxes, and $4
million of environmental tax. None of the foreign corpora-
tions sampled for 1987 had any Personal Holding Com-
pany tax. (While "Section I* tax is shown separately in the
statistics, the income on which it was based was not
tabulated.)

SUMMARY

Foreign operations in the United States through cor-
porations continued to grow at a relatively fast rate for
1987. While total receipts reported on all U.S. corporation
income tax returns increased from 1986 to 1987 by 11
percent (using current dollars), receipts of foreign cor-
porations with U.S, effectively connected income grew by
40 percent. :

Foreign corporations with U.S. effectively connected
income were largely involved in finance, insurance and

Percentage of Corporation Returns Reporting Net Income, 1983-1987

60 - 55.9% 56.1% 55.5%

Tax Year

B3 Al U.S. Corporation Income Tax Returns

55.6% §5.2%

1986 1987

real estate activities. For 1987, this division alone ac-
counted for 80 percent of the total receipts, with only 286
banks actually generating 70 percent of the $61 billion of
total receipts for all 10,478 foreign corporations.

Tax Year 1987 was not a very profitable year for foreign
corporations with income effectively connected with a
U.S. trade or business. For 1987, only 32 percent of the
foreign corporations reported profits (as computed under
the tax code). By comparison, 55 percent of all corpora-
tions filing U.S. tax returns reported profits for 1987.

Japanese corporations accounted for $21 billion of the
total $61 billion of total receipts for all foreign corporations
with U.S. effectively connected income. This was the
largest amount of any country, with Canadian companies
placing second by producing nearly $13 billion of
receipts. The receipts of Japanese and Canadian com-
panies rose dramatically between 1986 and 1987.

DATA SOURCES AND LIMITATIONS

Sample

For foreign corporations with income effectively con-
nected with a U.S. trade or business, the statistics are -
based primarily on samples of Forms 1120F (Return of a
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Foreign Corporation). In addition to this form, the statis-
tics include data from Form 1120L (U.S. Life insurance
Company Income Tax Return). Forms 1120L were filed
by foreign compames that carried on a life insurance
business in the United States. Thus, data for foreign

corporations with income effectively connected with a

U.S. trade or business could include information from
Forms 1120L [11].

Form 1120F samples were stratified based on the size
of ictal assets and the business activity, even though
balance sheet information was not actually tabulated from
Forms 1120F. The sampling rates specified for these
forms were either 20 percent or 100 percent, depending
onthe size of total assets and the business activity. Forms
1120L were stratified based solely on the size of total
assets. The sample rates specified for these forms were
either 50 percent or 100 percent, depending on the size
of total assets.

Because the data presented inthis article are estimates
based on samples, they are subject to sampling error. To

could not be members of affiliated groups eligible to be
included in consolidated returns.) To the extent that
some corporations were engaged in many types of busi-
ness activities, the data in this article are not entirely
related to the mdustnal activity ynder which they are
shown. :

The income statement data for foreign corporations
shown in this article are only for those corporations which
had income effectively connected with a U.S. trade or
business. U.S.-source investment income (including in-
terest, dividends, rents, royalties, annuities, and other
fixed or determinable annual or periodic income) that was
not effectively connected with the conduct of a U.S. trade
or business is excluded from the data. The tax liability on
this U.S. source investment income is, however, shown
separately under the heading of “Section I tax.

NOTES AND REFERENCES

[1] “"Section II" tax is based on a foreign corporation’s

properly use the data, the magnitude of the sampling error
should be known. Coefficients of variation (CV’s) are
used to measure that magnitude. For a general discus-
sion of CV’s, see the Appendix to this publication. For a
more detailed discussion of CV's, see Statistics of Income
-- 1987, Corporation Income Tax Returns.

Nonsampling Limitations

Most of the data in this article relate to 1987. However,
for each tax year, the estimates cover returns with ac-
counting periods that ended in a 12-month span begin-
ning in July and ending in June. Thus, for Tax Year 1987,
the span covered dates ending between July 1987 and
June 1988.

As aresult of the 12-month span for ending accounting
periods, the statistics for each year shown in this article
include income received or expenses incurred during a
23-month span. For Tax Year 1987, that span was from
August 1986 through June 1988.

Each return used for the studies describedin this article
was given an industry code during statistical processing.
This code was used as a classifier of the returns, as shown
in Tables 1 and 3 of the article. (Tables 2 and 3 are
classified by geographical area.) The industry code rep-
resented the principal business activity (i.e., the activity
which accounted for the largest portion of total receipts)
of the corporation filing the return. However, a given
return may have been for a company engaged in several
business activities. (In general, foreign corporations

income eifectively connected with the_conduct of a
trade or business in the United States. The term
*Section II" refers to the part of Form 1120F which
requires information on this income.

[2] Aiso see Hobbs, James R., “Domestic Corporations
Controlled by Foreign Persons, 1987, Statistics of In-
come Bulletin, Summer 1980, Volume 10, Number 1.

[3] Sections 7701(a)(4) and (5) of the internal Revenue
Code define a domestic corporation as one created
or organized in the United States or under the iaws
of the United States or any State. A foreign corpora-
tion is one which is not domestic.

[4] Section864(c) of the Internal Revenue Code andthe
related Internal Revenue Regulations describe tests
to be used in determining whether income is effec-
tively connected with a U.S. trade or business.

[S] Charitable contributions are deductible, subject to a
limitation, whether or not they are related to effec-
tively connected income.

[6] For a complete discussion of this Act, see IRS Pub-
lication 921, Explanation of the Tax Reform Act of
1986 for Business. This Act is also discussed in
Statistics of Income -- Corporation Income Tax

- Returns, for 1986 and 1987.

[7]1 The Tax Reform Act of 1986 created an alternative
minimum tax (AMT). Capital gains of corporations
were included in the base of this tax (i.e., the alter-




(8]

(9]
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native minimum taxable income). The AMT became
effective for tax years beginning after December 31,
1986.

While capital gains that were considered to be effec-
tively connected with a U.S. trade or business were
taxable income, other U.S.-source capital gains
were exempt from the U.S. income tax.

For a list of tax treaties, see U.S. Department of the
Treasury, Internal Revenue Service, Withholding of
Tax on Nonresident Aliens and Foreign Corpora-
tions, Publication 515.

[10]

(1]

Foreign corporations are also subject to a 4 percent
tax on one-half of their gross transportation income.
This income is derived from the transportation of
people or property that begins or ends in the United
States, or from leasing or renting vessels or aircraft
in such transportation. The tax is included in "Sec-
tion I" tax.

For 1987, the statistics may also include data from a
small number of returns filed on Form 1120-PC, U.S.
Property and Casualty Insurance Company Income
Tax Return. This form was new for Tax Year 1987,
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Table 1.—Selected Income and Tax items, by industrlal Division, 1986 and 1987
[All figures are estimates based on samples-—money amounts are in thousands of dollars) .

Al o, Transpor- Wholesale Finance,
d . . tation i 3
Year and item ) ‘dustie) plrestry. Mining [« and publc and retai %’,’.? Services
) @ @ . @ ®) (] m ® 9
1987 .
Number of returns, total..............cceeviiieniinninnens . 10,478 330 456 ) 94 208 247 433 8,097 567
With net income . 3,306 86 150 47 88 “25 181 2512 202
Total receipts . 61,004,223 91,794 492,599 195,151 1,549,370 1,371,329 7,464,569 49,020,877 791,285
Business receipts 19,971,381 74,803 417,690 171,700 1,515,167 1,353,202 7,422,990 8,407,740 582,635
Interest? 37,934,117 4,192 27,247 7,029 5,232 "1,417 10,102 37,860,644 18,184
Total deductions 61,130,044 . 173,085 548,585 198,264 1,641,720 1,737,577 7,508,374 48,458,891 835,377
Cost of sales and operations .... 11,728,444 . 43,703 166,414 164,304 1,258,767 788,703 7,018,759 2,110,670 162,316
Interest paid 36,611,462. 13,690 97,520 *8,207 37,789 78,228 38,385 36,271,748 63,884
Net income (less deficit) . -161,948 -81,312 —56,004 -3,113 -92,350 —366,248 —43,805 525911 —44,092
Net income. 2,243,914 4,828 27,518 7.268 31,408 *6,481 34,487 2,097,908 33,716
U.S. income subject 10 tax .........ccoecrrrercceneecrinnenes 11,647,056 *2,203 *1,688 . "3t *22,392 *5,708 13,193 1,589,956 10,262
Total U.S. income tax ........ccc.cerveeeerrerieerererennns 669,637 . , ‘642 ) 1,137 *463 *8,683 *2,166 9,199 643,350 3,953
Section ! tax 644,752 *613 *524 ‘332 *8,316 *2,126 4,719 624,690 3,387
Branch profits and branch-level interest taxes........ 11,654 29 2 — ~338 40 - *1,866 9,214 164
Foreign tax credit : 52,776 - - - - - - 52,776 -
Other credits* 3,017 — : - ® *220 — *263 2,521 12
Section | tax 30,997 - "(5) *61 - *478 *401 30,017 3
Distributions to stockhotders éxcept in own stock.. 107,657 | *101 634 - — — 492 *1,380 105,000 *51
1986 -
Number of returns, total ..o 11,342 309 551 A 77 204 144 413 8,970 592
With net income Y ” 3,631 75 155 .25 62 60 160 2,796 252
Total receipts ... o | 43625980 | 86,315 318,406 125,979 1,305,108 1,232,267 7,510,200 32,244,709 782,098
Business receipts . 15,751,678 67,509 |’ 293,971° 115,215 1,260,288 1,186,518 7,467,765 4,772,429 577,263
Interest? ) 24,292,785 5,383 2,704 . 3,479 6,501 *3,719 8,465 24,247,782 14,715
Total deductions . 43,739,001 126,960 535,025 163,273 1,384,786 1,462,864 7,562,494 31,712,717 807,187
—Cost-of-sales-and-operations ———re S| 11:802,435—| ——23,225—| ——149,867—|——108;132—|—1:018,521—|——835,915—|—7:014;183—|—2,393,305—|——256,576
Interest paid ox! 23,561,904 30,111 108,140 6,680 50,921 50,763 36,746 23,216,551 61,984
Net income (less deficit) - —138,186 ~40,654 —-216,909 -27,332 -79,678 -230,597 . —42,376 506,248 —25,090
Net income. : 2,492,836 5,673 8,010 *610 61,783 36,112 56,879 2,251,735 54,392
U.S. income subject to tax .. 1,817,909 - *3,627 1183 *290 50,818 26,065 24,267 1,648,834 45,196
Total US. income tax3 ....... 687,783 *1,307 : 423 *148 23,081 10,370 10,093 620,392 15,685
SeCtioN 11 AX .....ioei e eeeens 680,695 *1,307 221 *85 23,015 10,039 10,051 614,059 15,673
Foreign tax credit 118,341 — — — — — *49 118,291 *1
Other credits* . R 5,794 “87 *15 — "184 *70 *75 5,029 334
Section | tax...... _ 12,907 - "7 *58 "164 *1,870 3 10,712 *9
Distributions to stockholders except in own stock.. 194,903 — *5,756 — *5,606 *454 *57,776 119,037 *5,403

* Estimate should be used with caution because of the smali number of returns on which it is based.

1 Includes “Nature of business not allocable;” which is not shown separately. .

2 \ncludes taxable interest received from obligations issued by the U.S. Government, as well as taxable amounts received on loans, notes, mortgages, bank deposits, and corporate bonds.

3 Tota U.S. income tax includes “Section I tax, which was based on income effectively connected with a U.S. trade or business, as well as the Personal Holding Company tax, environmental tax, alternative
minimum tax, and the branch profits and branch-level interest taxes (for 1987 only). It excludes “Section I" tax since the income from U.S. sources is not effectively connected with the conduct of a trade or
business in the United States. “Section | tax, however, is shown separately. . :

* Includes nonconventional source fuel and general business credits for 1986, and just the general business credit for 1987.

5 Less than $500 per return. ) ) :

NOTE: Table excludes foreign corporation returns with only income from U.S. sources that was not efiectively connected with a U.S. trade or business. Income statement items shown in this table pertain only
to the effectively connected income of foreign corporations.

Caidry
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Table 2.—Selected Income and Tax Items, by Selected Country, 1986 and 1987

[All figures are estimates based on samples—money amounts are in thousands of dollars]

Number of returns
1 Total Business Total Cost of sales Net income
‘Year and country —otal With net receipts receipts and (less deficit) Net income
income -
) 2 @) “) 5 © (Y] ®
1987
All countries ........cccceeieiiinnanicnnnee 10,478 3,306 61,004,223 19,971,381 61,130,044 11,728,444 -161,948 2,243,914
Japan 394 21 21,308,574 1,670,319 20,809,628 328,453 491,337 693,180
Canada 1,781 593 12,599,858 7,193,826 12,146,075 2,800,565 452,497 909,012
Switzerland. 255 85 5,545,289 4414913 5,496,043 4,187,763 49,180 74,965
West Germany .. 230 127 3,230,388 1,209,004 3,213,583 988,671 7122 61,178
Netherlands Antilles . 4,375 1,186 2,636,847 1,500,968 3,030,625 796,500 - 403,409 165,117
italy 15 * 2,202,559 26,607 2,318,968 5,185 -116,409 808
United Kingdom............cccooooviiiininnnn 388 167 2,190,206 348,979 2,202,559 171,987 -12,419 41,876
France 42 27 1,970,131 76,257 1,864,160 *319 5,940 34,146
Bermuda. 100 40 1,329,300 1,191,578 1,339,508 1,164,325 -11,812. 28,590
Belgium... 12 ‘6 *1,078,899 *28,124 *1,047,689 - *31,210 *32,160
1986
All les 11,342 3,631 43,625,980 15,751,678 43,739,001 11,802,435 ~139,188 2,492,836
Japan 283 103 11,854,703 671,223 11,102,864 289,769 751,794 853,443
Switzerland. 2n 91 4,809,878 3,704,304 4,672,352 3,428,957 135,847 289,920
Canada...... 1,641 661 4,590,726 1,715,466 4,619,331 1,147,891 -29,038 242,919
Netherlands Antilles . 5,226 1,389 4,376,141 3,101,630 5,156,662 2,313,831 —794,936 288,458
West Germany 238 137 3,335,852 1,604,029 3,247,001 1,387,629 82,427 112,141
407 168 2,622,554 909,573 2,624,273 604,884 -2,017 84,804
25 *3 2,154,544 97,146 2,214,644 *71,003 ~60,100 *9,666
43 *20 1,832,224 98,667 1,832,071 “12,293 -99,848 *5,760
107 62 1,413,057 1,367,699 1,338,930 1,231,080 74,033 91,461
208 69 587,811 54,980 485,264 “24,374 102,547 178,538
incon i Section Il and Drannjovel Foreign tax Other Section | 1 sockhower
Yoar and country ' :ﬁm inoorée !axn interest e erstr;h credits 3 tax egpt in "
to tax tax taxes own stock
) (10) ()] (12) (13) (14) (15) (16)
1987
All countries ...........ceauae veeaesaennan 1,647,056 669,637 644,752 11,654 52,776 3,017 30,997 107,657
Japan..........c, 664,691 256,397 255,053 *198 51,353 891 “13,629 -
Canada 670,621 279,078 277,053 *1,490 - *218 12,001 42,373
. 37,410 17,700 13,169 *229 - 8 278 *253
West Germany . 56,981 22,379 22,288 "4 1,366 ‘183 "1 *47
Nethertands Antilles 71,951 27,179 23,882 2,385 "13 998 829 26,644
faly ..o — 3 - - - - - -
United Kingdom 23,736 8,946 8,783 *55 - *503 ‘90 *8,131
France *7,032 3,597 *2,739 *307 - 3 2 6,500
Bermuda 28,185 12,452 12,280 133 - ‘5 ‘22 “10,464
Belgium. — raal — — — - *3,943 —
1986
All countrles .. - 1,817,909 687,783 680,695 N/A 118,341 5,794 12,807 184,903
Japan............ 745,227 302,213 300,968 NIA 111,713 *746 r222 *2,408
Switzerland. 231,742 70,021 66,314 N/A — 11 *613 *23,120
Canada...... 204,490 87,931 87,578 N/A "1 285 5,737 55,096
Nethertands Antiltes 163,107 50,437 48,741 N/A *573 929 1,805 27.471
West Germary 69,698 31,193 31,113 N/A *1,617 *970 %) *3,300
United Kingdom... 28,091 12,106 12,092 N/A 2,731 *1,749 *26 *6,055
— - — N/A - - 151 -
*702 *176 *176 N/A — *16 - -
47,847 21,607 21,601 N/A *46 *13 - *118
165,302 49,122 48,472 NIA — "251 - *45,246

* Estimate shoutd be used with caution because of the small number of returns on which it is based.

' Country is based on the location of incorporation of the foreign corporation.

2Total U.S. income tax includes “Section II” tax, which was based on income effectively connected with a U.S. trade or business, as well as the Personal Holding Company tax, environmental tax, alternative
minimum tax, and the branch profits and branch-level interest taxes (for 1987 only). It excludes “Section 1" tax since the income from U.S. sources is not effectively connected with the conduct of a trade or
business in the United States. “Section |" tax, however, is shown separately.

3 Includes nonconventional source fuel and general business credits for 1986, and just the general business credit for 1987.

4 Estimate not shown to avoid disclosure of information.

5 Less than $500 per return.

N/A - Not applicable.

NOTE: Table excludes foreign corporation returns with only income from U.S. sources that was not effectively connected with a U.S. trade or business. Income statement items shown in this table pertain only
to the effectively connected income of foreign corporations.
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Table 3.—Selected Items, by Selected Industry and Country Combinations, 1987

[All figures are estimates based on samples—money amounts are in thousands of dollars)

Number of Total Net i Net U.S. income
Industry Country ! ur;tnunru receipls (lesslm income sub)otl:l to tax
) @ (&) ) )

All industries . All ( 10,478 61,004,223 -161,948 2,243,914 1,647,056
Banking Japan 33 20,847,742 573,829 687,462 660,586
Banking Canada “18 *6,770,740 *730,162 ' *771,931 “576,904
Miscellaneous wholesale trade ..................... Switzerland [ 4,236,954 9,748 12,731 1,617
Insurance Canada *16 *3,966,671 *-179,679 *21,963 *20,103
Banking ltaly 10 2,196,362 —-114,331 808 —
Banking. West Germany 12 2,035,273 22,357 46,413 45,234
Banking France 9 1,958,331 2,706 27,097 —_
Banking United Kingdom............. SRRV 20 1,897,266 -9,970 *20,832 “10,303
Banking Switzerland 5 1,188,000 8,004 18,671 7.999
Miscellaneous wholesale trade .................... Bermuda "7 *1,103,037 *-11,860 *680 ‘680
Banking Belgium 7 *1,078,898 *31,234 *32,160 —
Real estate ............coovevvviiiniiniceis Netherlands Antilles ..o 3,422 870,064 -319,793 111,948 48,281
Banking Australia 5 553,069 10,057 12,731 6,878

. Branch
sy ooy’ o st ] o2 o
interest taxes
® (Y] ®) . ()] (0

Alll es Al 669,637 644,752 11,654 55,793 30,997
Banking Japan.. 255,022 253,881 — 52,237 13,172
Banking Canada *242,048 "242,047 — "4 *9,474
Miscellaneous wholesale trade ..................... Switzerland 3,408 586 214 8 5
Insurance Canada *7,543 *7.519 - — *1,437
Banking L. | taly 3 — — — —
Banking West Germany 18,152 18,083 — 1,520 -
Banking France . 820 — 271 — —
Banking United Kingdom............cocoeveniimniciicinn *4,130 *4,044 — *486 —
Banking... . Switzerland..... 4,590 : 3,196 — — 263
Miscellaneous wholesale trade....................... _Bermuda.... . *370 *236 *133 _ — —
Banking Belgium..... N — — — *3,943
Real estate Netherlands Antilles ...... e 17,984 15,828 . 2,038 : *733 565
Banking.........ccovirinaeinienenecee e Australia..... 2,968 2,941 - 117 —

* Estimate should be used with caution because of the small number of returns on which it is based.

Y Country is based on the location of incorporation of the foreign corporation,

2 Total U.S. income tax includes “Section II" tax, which was based on income effectively connected with a U.S. trade or business, as well as the Personal Holding Company tax, environmental tax, alternative
minimum tax, and the branch profits and branch-level interest taxes.

3inctudes foreign tax and general business credits. )

4 “Section I" tax is excluded from total U.S. income tax since the income from U.S. sources is not effectively connected with the conduct of a trade or business in the United States.

NOTE: Table excludes toreign corporation returns with only income from U.S. sources that was not effectively connected with a U.S. trade or business. tncome statement items shown in this table pertain only
to the eftectively connected income of foreign corporations.




Foreign Recipients of U.S. Income, 1988

By John J. Bradford*

During 1988, the amount of U.S. source income paid
to foreign "persons" rose dramatically. This was the result
of record inflows of foreign direct investment into the
United States, strong net foreign purchases of U.S.
bonds, and large inflows of foreign capital to U.S. banks
to meet the surge in credit demand. The total amount of
income paid to foreigners exceeded $31.8 billion during
1988, a 40 percent increase from the previous year. U.S.
taxes withheld on this income rose 30 percent to $1.7
billion.

Payments to Japanese recipients increased nearly 89
percent from 1987 to a total of $8.4 billion. This repre-
sented more than 26 percent of the total income paid.
Residents of the United Kingdom received $4.8 billion in
payments during 1988, an increase of 13 percent.
Canadian recipients received nearly 81 percent morethan
in 1987, $3.1 billion. Payments to these three nations
constituted more than half of the total.

BACKGROUND INFORMATION

The Internal Revenue Code imposes a 30 percent
withholding tax on dividends, interest, royalties, and
various types of fixed, determinable, annual, or periodic
income paidto foreign persons [1]. Whenthe withholding
tax was first introduced in 1936, the statutory rate was 10
percent. The House Ways and Means Committee had
rejected a possible 22.5 percent rate as a deterrent to
foreign investment. The statutory rate was raised to 30
percent during World War |l for the purpose of generating
revenue for the war effort. The former rate has never been
restored by Congress [2].

Over the years, the required amount of withholding has
been modified for certain types of income. in fact, during
1988, less than 6 percent of all income paid was subject
to the statutory rate of withholding. Some types of income
have been exempted from withholding altogether. For
example, the Deficit Reduction Act of 1984 expanded the
interest exemption beyond bank deposit interest to in-
clude portfolio interest payments made to foreign per-

sons. This exemption was effective for all qualified debt
issues made after July 18, 1984. The Act was intended to
reduce borrowing through tax haven countries, and to
encourage U.S. corporations to borrow foreign funds
through direct Eurobond placements [3]. The interest
paid onthese new issues was exempted from withholding
tax regardless of the recipient’s country of residence. The
amounts, however, still must be reported on Forms
1042S, Foreign Persons’ U.S. Source Income Subject to
Withholding.

A second way that reduction in the statutory rate has
occurred is through use of tax treaties. These have been
negotiated between the United States and other countries
resulting in a reduction of the rates at which residents of
either country areto be taxed on certain classes of income
earned in the other. They were developed as a means to
avoid double taxation on this income. The "Tax Treaties"
section of this article contains a further discussion of this
subject.

Finally, it should be noted that any income that is
*effectively connected" with a U.S. trade or business is
exempted from the withholding of tax under these regula-
tions. For this type of income, the foreign recipient is
required to file a U.S. tax return (Form 1120F for foreign
corpcrations and Form 1040NR for foreign individuals)
which consolidates all U.S. source income for the tax year.
Deductions may then be applied and taxation is at the
same graduated rates which are applicable for other U.S.
taxpayers. The income which is reported on Forms
1042S, however, is taxed at aflat rate onthe gross amount
of each payment.

Generally, the person who pays or conveys the U.S.
source income to the foreign person is liable for the tax
and must withhold. An authorized withholding agent may
be appointed by the U.S. payer after notice of the appoint-
ment is given to the IRS. The Form 1042S is filed by the
withholding agent and details information such as amount
and type of income, country and type of recipient, and
withholding rate and amount of withholding.

*Foreign Returns Analysis Section. Prepared under the direction of Chris R. Carson, Chief. 19
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During the 1980’s, two other legislative changes relat-
ing to withholding on U.S. source income paid to foreign-
ers were enacted. The Social Security Amendments of
1983 required U.S. tax withholding on certain benefits
paid to foreign persons beginning in 1984. At the same
time, the Railroad Retirement Act of 1937 was amended
to require withholding on similar payments to foreigners
made under that act. J

TAX TREATIES

Residents of certain foreign countries may be entitied
to reduced rates, or exemption from taxation, under an
applicable tax treaty between. the recipient’'s country of
residence and the United States [4]). Generally, the
foreign residents must notify the withholding agent that
they are residents of a country with which the United
States has an income tax treaty and, therefore, they are
entitled to the treaty benefits. In certain instances, how-
ever, benefits are granted solely on the basis of the
recipient’s address. Treaty exemptions or reduced rates
vary according to country and type of income. If thereis
no applicable tax treaty and the income is not exempt from
withholding,_then tax is withheld at the statutory rate

withholding on payments to recipients in treaty countries
and those in non-treaty countries. The effective rate of
taxation is the amount of taxes withheld as a percentage
of total income paid. Both rates decreased slightly from
1987. The primary reason for this was that a higher
proportion of the income paid to all recipients was in
categories which were exempt from withholding. For pur-
poses of this analysis, the Netherlands Antilles has been
retained as a treaty nation despite the partial termination
of the United States-Netherlands Antilles treaty beginning
on January 1, 1988. The withholding rate on dividends
and royalties jumped to 30 percent as of this date. How-
ever, the largest share of Antilles income was related-
party interest and the provision of the treaty which:
exempted this income from withholding remained inforce.

Figure A.—Total Income, Tax Withheld, and Effective U.S.
Withholding Rates for Treaty and Nontreaty Countries,
1988.

[Money amounts are in thousands of dollars]

(generally 30 percent on most income types).

Tax treaties were developed as a means of avoiding
double taxation of income earned in one country by a
resident of another. Presumably, overall losses from
reduced withholding taxes on payments to residents of
treaty partners would be roughly offset by a reduction in
the amount of foreign tax credit claimed by U.S. persons
against their U.S. income taxes on payments received
from the treaty nation. However, this sort of reciprocity is
not necessarily present in all treaty relationships.

When U.S. source income is paid to a foreign nominee

or fiduciary in a treaty country on behalf of a person not
entitled to benefits under the treaty, additional withholding
may be collected by the country in which the nominee is
located. The purpose of this is to prevent residents of
non-treaty countries from taking advantage of the lower
withholding rates of treaty countries. The additional tax is
heild by the government or withholding agent until the
ultimate recipient provides proof of residency in that
country. If residency is not proven, this tax is remitted to
the United States (as shown in Table 1, Column 7). These
amounts are not recorded in Figures A and B or elsewhere
in this article because they were not reported on Forms
1042S. An exceptionto this is made inthe case of Canada
which remits any additional withholding in the year in
which it was received.

Figure A shows a comparison of the effective rates of

Treaty Total Tax Effective
status income withheld U.S. tax rate
(U] 2 3)

All countries........cooveierninis $31,845,694 $1,705,499 5.36%
Treaty countries, total ................. 27,968,124 1,419,881 5.27
Nontreaty countries, totat........... 3,877,570 . 285,618 7.37
TAX HAVENS

A tax haven is a nation which affords secrecy to inves-
tors and permits the accumulation of wealth without any
significant burden of taxation. Some of the characteristics
of tax havens include:

O Income taxes imposed at a lower rate than those
of the countries whose taxpayers utilize it.

O Financial and commercial information kept con-
fidential.

O Currency controls not imposed on foreign nation-
als.

O Low or zero withholding on most or certain classes
of income paid to foreign recipients.

Tax haven countries typically benefit by imposing taxes
at low rates or collecting certain fees, such as those from
incorporation. Through the Deficit Reduction Act of 1984
and other legislation, Congress has attempted to limit the
use of tax havens as a shelter to U.S. income taxes.
Therefore, many treaties now deny benefits if those
benefits flow through to residents of a third country (al-

‘though a number of exceptions do exist) [5].
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Figure B shows the percentages of selected income
types paid to tax haven and non-tax haven countries
compared to the total [6]. The higher percentage of
interest income paid to the tax haven countries highlights
their use as a source of funds for many U.S. corporations.

Figure B .
Percentage of Total Income Paid to Tax Haven
and Non-Tax Haven Countries, by Selected
Income Type, 1988

Percentage
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A practice which the United States has sought to curtail
is “treaty shopping." Taxpayers sometimes are able to
*shop" into benefits which would not normally be available
to them. To this end, a taxpayer generally interposes a
corporation in a country that has an advantageous tax

treaty. For example, if there is no treaty directly between -

the United States and Spain but one exists between both
countries and the Netherlands, then a Spanish resident
could establish a Dutch entity. The Spanish capital in-
vested in the Dutch company would be reinvested in the
United States. U.S. treaty-benefitted income would flow
to the Dutch company, and the subsequent payments
from the Dutch subsidiary to the Spanish investor would
benefit from the Netherlands-Spain treaty. Certain
provisions have been developed to ensure that only
legitimate recipients may be able to take advantage of
treaty benefits {7].

DATA HIGHLIGHTS

During 1988, more than $31.8 billion in U.S. source
income payments were made to foreign recipients. This
represents anincrease of 40 percent over the $22.7 billion

which was’ paid in 1987. The bulk of this increase oc-
curred in interest payments, which rose by nearly 55
percent. Several factors appear to have influenced this
increase. As the U.S. prime lending rate increased more
than Eurodollar rates, U.S. borrowers switched to over-
seas sources for funds. Also contributing to the strong
increase in interest payments was a 24 percent increase
in U.S. Treasury securities held by both private foreigners
and foreign financial institutions. Furthermore, as the
dollar stabilized in exchange markets, the interest rate
differential favored U.S. bonds over Japanese or West
German bonds. Net purchases of outstanding U.S. cor-
porate bonds by foreigners increased fivefold during
1988. Demand was particularly strong from West Ger-
many and Japan [8]. Refer to the “Country of Recipient®
section of this article for further information.

The continuing economic recovery in the United States
during 1988 made investment in this country attractive.
Foreign direct investment in the United States increased
21 percent in 1988, following a similar 23 percent increase
in 1987. This was heightened by heavy acquisitions of
U.S. companies which were financed from abroad [9].
Many foreign multinationals have increased their U.S.
holdings as a means of pursuing a strategy of global
expansion and diversification.

TYPE OF INCOME

U.S. income paid to foreigners rose by more than $9
billion from 1987. For reasons discussed earlier, most of
this increase can be accounted for by the increase in
interest payments. The $6.2 billion increase in this
category represents over 68 percent of the increase in
overall payments.

. Figure C shows the percentages of income paid and
the taxes withheld on various types of income. While
interest continued to be the predominant type of income
paid, representing 55 percent of the total, tax withheld on
interest payments accounted for only 16 percent of the
total. There are two principal explanations for the dis-
proportionate taxation of interest payments. First, the
Deficit Reduction Act of 1984 removed withholding on
most interest payments to foreigners. Furthermore, many
tax treaties reduce or nullify withholding on interest pay-
ments to residents of those countries.

Though the amount of dividends paid increased in
absolute terms from 1987, dividends as a percentage of
total income decreased by more than 5 percentage
points. This is perhaps explained by a hesitance among
foreigners to re-enter the U.S. stock market after the
collapse of October 19, 1987. Foreign demand was
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Figure C
Percentage of Total Income Paid, by
Income Type, 1987 and 1988
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TYPE OF RECIPIENT

During 1988, nearly two-thirds of U.S. income paid to
foreigners was received by corporations. However, the
total tax withheld on this income amounted to only 56
percent of the total, making the effective tax rate for
corporations 4.6 percent. One reason for the low rate of
taxation was that corporations received 60 percent of their
income from interest (which is generally subject to zero or
low tax withholding) and just 28 percent of their income
from dividends. Also, direct investment dividends
(dividends paid on the investment of a parent company in
a subsidiary) were subject to lower withholding rates than
portfolio dividends under most tax treaties. Corporate

- recipients accountedfor the bulk of theincrease inincome

paid from 1987. There was a 70 percent jump in payments
received by corporations in 1988.

: After.corporatnons, the second largest amount of U.S.
source income went to nominees and fiduciaries, $3.2
billion. These. orgamzatlons had a total of $0.2 billion in
taxes wrthheld an effective tax rate of 6. 4 percent.’

: |n‘dwnduals—were‘pald—a‘total-of-$2:8-bllhon,—-of*which.—

‘Percentage of Total Tax Withheld, by
Income Type, 1987 and 1988

Interest

Dividends RARAII

68
69

Rents and Royalties

Retirement Payment* -

Other
LD L] r ) hd L] T N |
0 15 30 45 60 75
Percentage
Tax Withheld: 1987-$1.3 billion, 1888-$1.7 billion
1987

Il 1988 *Includes Social Security and Railroad Retirement Payments

depressed following the crash and the subsequent
recovery in U.S. stock prices was somewhat less than that
in Japan, West Germany, France, and Switzerland [10].
While dividend payments totalled nearly 30 percent of the
income paid, tax withheld on these payments represented
almost 69 percent of total tax reported. This is the case
because, in contrast to.interest, dividend payments are

rarely exempt from withholding.

more than $0.2 billion in tax was withheld. This represents
an effective rate of withholding of 8.6 percent.

The average payment made to foreigners during 1988
was $24,210 and the average amount of tax withheld was
$1,297. The recipient type that received the largest
average income payment continued to be government or
international organizations, at $2,356,837. The second
largest average payments went to corporate recipients,:
$257,624. The amount of the average payment to a
corporation increased 45 percent from 1987. The
average payment received by an individual was $2, 704,
an increase of roughly 8 percent.

COUNTRY OF RECIPIENT

* Historically, foreign investors have come to the United
States for several reasons, including the safety of invest-
ments in this country. By 1988, the dollar had decreased
in value by up to 50 percent against certain currencies
since its peak earlier in the decade. In addition, the Tax
Reform Act of 1986 reduced the maximum corporate tax
rate from 46 percent to 34 percent, making it the lowest in

‘the industrialized world [11]. .

In 1988, for the second year in a row, Japan received
the m‘os:t,U.S. source income. Payments to Japanese
residents increased by nearly 89 percent from 1987 to a
total of $8.4 billion, This figure represented more than 26
percent of the total income paid to foreign recipients.
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Suchalarge increase may be explained in part by the vast
increase in Japanese investments in the United States, in
the form of both securities and foreign direct investment.
In recent years, Japanese firms have dramatically in-
creased their direct holdings in the United States. The 52
percent increase in direct investment from Japan in 1988
followed a 31 percent increase during 1987. Most of
Japan's huge trade surplus is simply redirected to the
United States in the form of purchases of Government and
other securities. Foreigners have been purchasing in-
creasingly large percentages of U.S. Treasury securities.
It is estimated that up to one-third of new issues of
Treasury securities in 1988 were purchased by foreign
persons [12].

Figure D tracks the increase in U.S. source income
payments to Japan from 1980 to 1988. In current dollars,
these payments increased more than 800 percent during
that time.

Figure D
U.S. Source Income Paid to Japan,
1980 Through 1988
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1Adjusted to 1982 dollars.

The recipient of the second largest amount of U.S.
source income was the United Kingdom. More than $4.8
billion in income was paid to recipients in the United
Kingdom, an increase of more than 13 percent.

Canadian residents received more than $3.1 billion in

income during 1988, the third largest amount. This is
nearly 81 percent more than in 1987. There was an
increase of more than 400 percent in dividends paid from
U.S. subsidiaries to Canadian parent companies. There
was also a near doubling of interest payments to Canada.

Other nations which witnessed large increases in U.S.
source income during 1988 included France, where in-
come rose by almost 85 percent, primarily in dividends
paid to French parent corporations. Income payments to
the Netherlands rose by almost 25 percent. The bulk of
this increase came in interest payments.

Recipients in the Netherlands Antilles received almost
$1.6 billion, a decrease of 9 percent from 1987. This
continued the declining trend since the peak during 1984.
Tax law changes enacted during that year attempted to
discourage the utilization of Antilles corporations as finan-
ciers for American corporations. Payments have been
halved since then.

Figure E details the countries which received the
largest percentages of retirement payments from the
United States. While the income in this category in-
creased roughly 8 percent from 1987 levels, the percent-
ages paid to the different nations remained virtually the
same.

Figure E

Percentage of Social Security and Railroad
Retirement Payments to Recipients in
Selected Countries, 1988
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Total Income Paid: $853 Million




24 Foreign Recipients of U.S. Income, 1988

TAX WITHHELD

The overall effective tax rate for 1988 was 5.36 percent,
down from the 5.75 percent in 1987. This rate is much
lower than the statutory rate for several reasons:

® Tax treaties allow for lower tax rates on certain
types of payments made to residents of certain
countries.

e U.S. income paid to foreign government organiza-
tions is generally not taxed.

® Most U.S. income paid to foreign private founda-
tions is taxed at only a 4 percent rate.

@ The statutory rate for social security and railroad
retirement benefit payments only applies to rough-
ly half of this income.

o | The Tax Reform Act of 1984 removed the withhold-

ing tax on most types of portfolio interest. -

percentages of income received in categories which were

“exempt from withholding for all nations. If a treaty simply

reduces rates of withholding rather than exempting in-
come from taxation, non-treaty nations which receive a

‘ predominance of tax-exempt income could have a lower

overall effective tax rate.

The country which had the lowest effective withholding
rate for 1988 was Oman. This was because over 99
percent of the income paid to recipientsin that nation were
exempt from withholding. The bulk of income paid to
Oman (71 percent) was for capital gains, on whichincome
no taxes were withheld. United Arab Emirates (UAE), the
perennial leader in this category, had the second lowest
effective rate of withholding. Like Oman, over 99 percent

. of the payments to UAE recipients were exempt from the

withholding of tax. Although payments to the UAE were
almost evenly split between interest, usually exempt from
withholding, and dividends, rarely exempt from withhold-
ing, the largest recipient type was government organiza-
tions, which are generally exempt from withholding
regardless of the type of income paid.

These factors result in a considerable variation among
countries, income types, and recipient types, as to the
effective U.S. withholding tax rates.

Figure F ranks the 15 countries with the lowest effective
U.S. withholding rates for 1988. Taxes withheld by foreign
governments or withholding agents are not included in
these statistics because such information may not-ac-
curately be attributed to a particular calendar year. These

‘taxes, however, are summarized in Table 1.

Many non-treaty nations had lower effective tax rates
than treaty countries. These nations typically had high

Figure F.—Ranking of Countries with Lowest Effective U.S.
Withholding Rates, 1988. .

[Money amounts are in thousands of dollars]

Country inlog:le wii?l'feld U.gf.'et?x“:g!e
Q)] 2 @
All COUNLNES .....covevivenrrareene $31,845,694 $1,705,499 5.36%

9,243 12 0.13
312,895 447 0.14
104,216 792 0.76
Malaysia..........ccoeeveerniiinininnnn 40,193 318 0.79
Singapore ..... 240,678 2,449 1.02
TAIWAN ..o 173,519 2,239 1.29
CYPIUS oo 13,582 177 1.30
Denmark.. . 92,557 1,201 1.39
Pakistan 16,983 245 1.44
China 64,907 1,07 1.65
Jordan . . 11,113 185 1.67
Netherlands Antilles.... . 1,576,516 29,315 1.86
KUWEI ... 186,428 3,668 197
New Zealand ...........ccoeveirienene 60,076 1,307 2.18
BOIGIUM......eevevieer e 874,962 19,621 2.24

The total amount of tax withheld reported on Forms
1042S during Calendar Year 1988 was $1.7 billion. This
represents an increase of more than 30 percent from
1987. The countries for which the most taxes were with-
held were the two that received the largest amounts of
payments. Withholding on payments to Japanese
recipients rose more than 76 percent to over $510 million.
Recipients in the United Kingdom had the second largest
amount withheld, at $225 million.

SUMMARY

The tremendous increase in U.S. source income paid
to foreign recipients is a reflection of the amount of foreign
capital and investments which flowed into this country

_during the middie to late 1980’s. Total payments to . -

foreign recipients rose 40 percent in 1988 to a level of
$31.8 billion. Japan, for the second straight year,
received the largest amount of payments, $8.4 billion.
The 89 percent increase in payments to Japan in 1988
followed a 56 percent increase in the previous year.

Interest payments were the largest component of U.S.
source income payments. These payments represented

. 55 percent of the total during 1988. Recent legislation,

such as the Deficit Reduction Act of 1984, which ex- -
empted most interest payments from withholding, has
allowed easier access to world capital markets. Conse-

quently, many U.S. corporations have sought foreign
sources of funds.
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Corporations received the bulk of the payments made
to foreigners. Corporate recipients received nearly $21
billion during 1988.

The total amount of tax withheld on all payments rose
30 percent to $1.7 billion. While the statutory rate of
withholding remained 30 percent on most types of in-
come, the overall effective withholding rate was substan-
tially lower, at 5.36 percent.

DATA SOURCES AND LIMITATIONS

Payers of most U.S. source income to foreign persons
must have taxes withheld in accordance with the Internal
Revenue Code (as modified by tax treaties). Form 1042S,
Foreign Persons’ U.S. Source Income Subject to Withhold-
ing, is filed by the withholding agent to report the amount
of this income and the tax withheld. Often a financial
institution acts as the payer’s withholding agent.

The statistics in this article were tabulated by calendar
year, based on all Forms 1042S filed with the IRS for
calendar year 1988. Forms for Calendar Year 1988 were
filed up to the deadline of March 15, 1989. The amounts
shown are the income paid and the tax withheld except
for tax withheld by foreign governments and withholding
agents. This additional tax cannot be attributed to
specific types of income or years and is included only in
Table 1. All other figures for taxes withheld and percent-
ages exclude taxes withheld by these governments or
agents.

Income that is "effectively connected" with a U.S. trade
or business is not subject to the withholding tax, and,
except for reporting errors, is not generally included in
these statistics. Bank deposit interest is also excluded
from the statistics in this article.

Because all Forms 1042S are included in the statistics,
the data are not subject to sampling error. However, the
data are subject to non-sampling error, such as computer
data entry error and minor taxpayer reporting errors. A
limited computer program was used to test the data for
certain basic numerical relationships, including the cal-
culation of the correct tax withheld. In addition, Forms
1042S with income amounts greater than $2 million were
manually verified.

EXPLANATION OF SELECTED TERMS

Eurobond.-- Eurobond placements are U.S. corporate
bonds placed in foreign markets that are denominated
and sold in dollars and that also yield dollar interest.

Foreign Person.-- For purposes of this article, foreign
persons include (a) individuals whose residence (for tax
purposes) is outside of the United States and who are not
U.S. citizens; and (b) corporations and other organiza-
tions, including partnerships, private foundations, es-
tates, trusts, and charitable organizations, created or
organized outside the United States. Persons residing in
Puerto Rico and other U.S. possessions are also con-
sidered foreign persons for purposes of the income and
withholding tax.

Foreign Tax Credit.-- U.S. persons are subject to U.S.
tax on their worldwide income. The portion of this income
derived from foreign sources is also generally subject to
tax by the country in which it was earned. In order to avoid
double taxation on this foreign source income, U.S. tax
law allows for a dollar-for-dollar credit against U.S. income
tax for foreign income taxes. In general, this credit is
allowed up to the amount of the U.S. tax on this foreign
source income. The credit is subject to a number of other
limitations [13].

Income Effectively Connected With a U.S. Trade or
Business.--Income that is "effectively connected* with the
conduct of a trade or business in the United States is
exempt from withholding tax. This income is taxed at
substantially the same rates that apply to U.S. citizens,
residents, and corporations. When a foreign corporation,
for instance, has a business operation in the United
States, it hastofile aU.S. income tax return on Form 1120F
and pay appropriate taxes on the income of this operation
(including branch profits taxes). When this income is later
remitted by the U.S. branch to the foreign parent corpora-
tion, it is generally not subject to further U.S. taxation.
These amounts may be erroneously reported on Forms
1042S, but the extent of their inclusion in these statistics
is unknown but it is believed to be insignificant.

Nominee and Fiduciary.--An entity chosen or ap-
pointed to accept income for, or act on behalf of, the
beneficial owner of the income. Typically, a financial
institution acts as a nominee or fiduciary.

Withholding Agent.—-Any person (individual, corpora-
tion, partnership, estate, or trust) required to withhold tax.
Usually the withholding agent is the payer of the income
or a person (usually afinancial institution) acting on behalf
of the payer. A foreign nominee or fiduciary required to
withhold additional tax under a tax treaty is also a with-
holding agent. Foreign governments may act as with-
holding agents by withholding additional taxes on
persons who are not entitled to the treaty rates.
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Table 1.—Forms 1042S: Number of Returns, Total iIncome Paid, Tax Withheld, by Selected Treaty and Nontreaty Countries

[Money amounts are in thousands of dollars)

income paid Tax withheld
Number .
goo%uam oa'rea Fo‘:ns Exel from s to By domestic ;&'ﬁmﬂﬁ.
10428 Tota! wihiding munm:ng Toal "“:‘m"g withosting
nts

(U] @ )] (O] (5) ) @
Total 1,315,406 31,845,694 18,749,816 13,095,878 1,759,267 1,705,499 53,768
Treaty countries, total..........c.ceviiiiiiiins 972,366 27,968,124 16,212,056 11,756,068 1,473,699 1,419,881 53,768
Australia 21,823 308,985 136,569 172,416 21,490 21,490 —
AUSHIA. ..o 5,448 140,514 50,037 90,477 13,921 13,759 162
Barbados . 780 35,010 27,051 7.959 1,070 1,070 —
Belgium 12,892 874,962 749,550 125,413 23,537 19,621 3.916
Canada 317,858 3,153,675 2,058,479 1,095,196 138,567 138,557 —
ChiNA....ccoiiiaiieiteeeeee e 8,962 64,807 54,719 10,188 1,071 1,071 -
Cyprus 1,479 13,582 12,528 1,055 177 177 -
Denmark ..o 3,811 92,557 82,877 9,679 1,295 1,291 4
Egypt.... 1,214 3,588 2,394 1,194 180 180 —
Finland . . 1,490 104,216 97,356 6,861 792 792 —
France . 27.296 1,280,478 563,619 716,859 56,596 56,162 434
16,445 46,973 9,421 37,552 6,425 6,425 —
494 5,952 5,092 860 142 142 -
152 647 212 435 96 96 —
11,128 48,169 20,486 27,682 4,231 4,231 —
35,899 330,119 217,835 112,284 13,052 13,052 —
Jamaica . 2,267 7,404 1,018 6,386 955 955 -
Japan... . 28,874 8,421,793 4,203,839 4,217,954 510,567 510,567 —
Korea.... . 2,497 65,487 21,889 43,598 5,073 5,073 —
Luxembourg 6,066 285,803 184,067 101,746 27,872 26,368 1,504
Malta........ reeans 690 1,797 1,599 199 37 37 —
Morocco. 452 1,684 930 754 150 150 —
Netherlands. 13,257 2,404,212 1,314,804 1,089,408 88,749 88,191 558
Netherlands Antilles .. 3,864 1,576,516 1,455,420 121,096 29,315 29,315 —
4,739 60,076 51,957 8,119 1,307 1,307 —
7.345 58,325 40,322 18,003 2,838 2,838 —
2,737 16,983 15,692 1,291 245 245 —
28,546 79,214 5,180 74,033 11,747 11,747 -
2,933 15,319 3,904 11,415 1,589 1,589 -
18 541 260 280 48 49 —
8,634 207,170 40,995 166,176 13,107 13,107 -
Switzerland. 39,226 1,964,432 835,775 1,128,657 173,032 128,049 44,983
Trinidad and Tobago . 1,208 3,794 1121 2,672 460 460 —
United Kingdom. 262,003 4,843,767 3,139,152 1,704,615 226,886 224,679 2,207
USSR ...t 557 2,991 2,126 865 249 249 -
West Germany. 89,041 1,446,482 803,791 642,691 96,790 96,790 —
Nontreaty countries, total... 343,040 3,877,570 2,537,760 1,339,810 285,618 285,618 -
Argentina.. 10,026 33,455 18,778 14,677 3,330 3,330 —
Bahamas.. 4351 206,154 132,914 73,240 21,209 21,209 -
Bermuda.. 2,847 175,828 93,493 82,335 24,534 24,534 —
Brazit..... 6,438 27,153 14,010 13,143 2,875 2,875 -
British Virgin Islands.. 1,441 64,769 26,997 37,771 11,207 11,207 -
Cayman Islands 2,531 237,123 179,714 57,409 13,351 13,351 -
18,078 230,146 135,237 94,908 22,543 22,543 -
7,501 32,193 15,224 16,969 3,954 3,954 —_
545 42,545 19,855 22,690 6,787 6,787 —
1,910 186,428 174,162 12,267 2,668 2,668 —
Liberia . 965 52,321 24,083 28,238 8,395 8,395 —
Liechtenstein ...........coccovvincnnncnccnonnn 1,947 35,762 13,423 22,339 6,612 6,612 -
Mexico 97,151 306,342 83,308 223,034 40,878 40,878 -
Panama 9,689 211,557 136,350 75,207 20,560 20,560 -
Portugal...........ccoooiiccecene 7,628 26,613 5,123 21,490 3,408 3,408 —
Puerto Rico 6,300 11,457 7,808 3,649 713 713 -
Saudi Arabia ... 5,251 133,789 122,540 11,249 3.341 3,341 -
Singapore.... 6,400 240,678 232,014 8,665 2,449 2,449 -
South Africa 5,625 20,088 14,353 5,735 1,491 1,491 -
Spain 11,308 142,774 110,197 32,577 7,445 7.445 -
Taiwan ... 6,631 173,519 164,736 8,783 2,239 2,239 -
United Aral 1,042 312,895 311,413 1,483 443 443 -
Venezuela.................. 9,508 32,060 18,507 13,553 3,396 3,396 -
Other nontreaty countries. 117,927 941,921 483,521 458,400 71,790 71,790 —
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Table 2.—Forms 1042S: Number of Returns, Tax Withheld, and Total Income Paid by Income Type, by Selected Recipient
Type and Country of Recipient

[Money amounts are in thousands of dollars}

Income paid
e rar ok i ~
ond Tociplent type ol inorost Divdonds Fovaios, | vaivosd rethomon v
o) 4] &)} ) &) (& (y} ®
All ries, total 1,315,406 1,705,489 31,845,694 17,614,665 9,510,170 1,692,892 853,243 517,934
Individuals 1,045,080 243,006 2,825,719 791,935 464,454 104,379 853,243 225,021
Corporations......... ORI 80,220 950,777 20,666,566 12,393,048 5,702,832 1,483,956 — 236,339
Algeria 107 1,126 13,899 11 13,665 " - 43
Individuals 89 3 240 6 13 " - 43
Corporations ... 4 1,095 13,656 6 13,650 — — "
Argentina 10.026 3,330 33,455 13,240 5.251 293 3,964 4,447
Individuals 8,152 2,753 19,450 4,400 4,286 122 3,964 3,706
Corporations ..........ccoeevererveeeineenens 110 98 4,868 1,803 153 61 - —
Australia 21,823 21,490 308,985 159,928 75,975 54,833 437 4,239
Individuals 18,288 2,803 33,264 11,786 4,655 2,636 4,37 3,141
COrporations ..........coceerevcerencreerenees 1,630 8,871 197,736 135,143 15,345 42,218 - 245
Austria 5,448 13,759 140,514 43,482 85,129 603 3,112 4,746
Individuals 3.418 1,273 10,012 635 1,455 . 167 3,112 1,957
Corporations 365 766 33,621 25110 5,103 323 — 2431
Bahama 4,351 21,209 206,154 128,407 63,319 3,324 704 281
Individuals 1,774 2,024 9,423 2,251 5,831 3 704 199
COrporations ...........c.cueeeccerennienens 1,135 11,398 117,627 73,152 32,530 2,745 — 63
Bahrain 615 800 22,833 18,296 4,359 3 4 —
Individuals 462 114 687 283 380 " 4 -
Corporations ... 53 507 10,025 8,381 1,490 3 - -
Barbados 780 1,070 35,010 28,209 5,424 28 1,135 12
Individuals 571 2718 2,106 150 589 — 1,135 12
Corporations ..........coucerenieeerencnennenns 81 319 8,535 6,473 2,056 - - -
Belgium 12,892 19,621 874,962 756,821 78,090 23,933 1,980 4241
Individuals 9,995 2,433 19,664 6,218 3,870 436 1,880 3,568
Corporations ... 1,017 8,479 117,538 53,649 34,750 23,318 — 586
Bermuda.. 2,847 24,534 175,828 104,714 52,882 4,924 540 412
Individuals 1,316 4,21 18,038 3,540 2,614 15 540 397
Corporations ™. 585 12,970 98,017 61,536 30,591 | — T 4908 — 14
Brazil : 6,438 2,875 27,153 12,649 4310 672 3,323 2916
Individuals 5,508 2,193 15,767 4,455 2,836 247 3,323 2,589
Corporations ... 146 338 6,466 4,540 718 273 — 3
British Virgin Islands .. 1.441 11,207 64,769 18,924 13,813 22,623 2 3
Individuals 442 342 1,769 324 1,183 25 2 —
Corporations ... 579 9,660 51,093 11,320 8,244 22,598 — 2
Canada 317,858 138,557 3,153,675 1,397,838 1,238,921 114,573 195,317 58,622
Individuals 261,848 23,980 392,985 33,846 69,748 17,273 195,317 18,054
Corporations ... 16,685 94,012 2,322,339 1,198,866 922,800 90,519 — 31,430
Cayman Istands .. 2,531 13,351 237,123 186,608 37,322 330 406 106
Individuals... 466 1,337 6,909 2,815 3,581 79 406 -
Corporations ... 1,345 8,801 138,627 105,066 23,714 245 — 106
Chile 3,593 1,119 14,650 6,233 2,410 36 1,327 3,162
individuals 2,970 870 6,279 1,870 1,664 31 1,327 254
Corporations ......c...ccceeeveeceienccennnens 98 97 5,610 2,074 31 1 —_ 2,889
China ... 8,962 1,07 64,907 15,767 2,333 817 54 32,314
individuals 8,529 379 45,747 657 446 27 54 31,117
Corporations ... 52 127 12,031 10,632 187 788 — 497
Colombia. 7.312 2,023 21,429 11,893 4,173 246 2,869 415
Individuals 5,985 1,476 11,656 3,864 2,972 74 2,869 111
Corporations 127 122 3,642 3,486 187 126 — 3
Costa Rica .......... 2,885 1,026 11,286 3,676 1,379 46 2,772 306
Individuals 2,478 864 8,445 1,388 859 41 2,772 303
Corporations 118 83 1,110 861 244 2 — —
Cyprus 1,479 177 13,582 152 227 2,491 764 127
Individuals 1,432 135 10,940 150 78 (') 764 126
Corporations 6 9 2,522 - 31 - - "
Czechoslovakia 1,111 938 5,338 283 112 259 3,290 1,033
Individuals... 1,045 773 4,451 283 109 34 3,290 374
6 1 12 - " 12 - -
3,811 1,291 92,557 52,602 4,966 12,500 3,564 891
Individuals 3,147 887 6,877 450 765 114 3,564 737
Corporations 152 123 46,299 31,300 2,180 12,291 - —
Dominican Republic... 3,683 1,278 11,573 1,628 488 33 7.378 215
Individuals 3,510 1,222 10,906 1,271 307 33 7378 123
Corporations ... 26 1 370 245 121 — - 2
East Germany 321 209 909 213 211 17 — 303
Individuals....... 263 166 741 193 74 . 6 —_ 303
Corporations ... . 8 39 133 — 130 . 2 — —
Ecuador. ettt 2,632 898 8,763 2,586 610 161 3,435 180
Individuals 2,352 798 6,593 1,139 737 148 3,435 106
Corporations ... 61 20 320 241 69 111 - 2
Egypt 1,214 180 3,588 882 962 1" 31 630
Individuals 1,027 103 2,616 423 459 11 31 622
Corporations ..........ccceveeerrrrrreninenee 30 18 452 332 118 9 - 2
El Salvador 1,145 380 3,797 858 610 78 1,038 56
Individuats 1,042 336 3,531 747 466 78 1,038 44
Corporations ... 21 17 94 32 50 — -— 12
Fintand 1,490 792 104,216 68,166 4,066 1,247 2,073 3476
Individuals 1,205 432 4,150 188 152 114 2,073 868
Corporations .. 94 262 62,535 41,810 3,680 1,059 — 2,341
France 27,296 56,162 1,280,478 437,511 545,319 180,577 10,316 26,892
Individuals 16,505 7.384 96,676 22,952 19,059. 16,847 10,316 15,427
COrPOrations .......e.eeeceerneernrernereneecees 2,974 33,908 960,786 338,732 420,358 159,174 - 10,335

Footnote at end of table.
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Table 2.—Forms 1042S: Number of Returns, Tax Withheld, and Total Income Paid by Income Type, by Selected Recipient
Type and Country of Recipient—Continued

[Money amounts are in thousands of dollars]

29

Income paid
gosrapie aren Pl o, e
s sclr e o o 0 T | e | e
1) (2 [€)] “@ (5) (L} [y} ®
Greece .. 16,445 6,425 46,973 4,022 5,450 122 30,485 1,847
Individuals 15,235 5,602 41,690 1,872 2,478 113 30,485 1,802
Corporations ... 108 178 2,016 1,416 598 (') - 1
Guernsey 284 6,976 28,104 3,539 24,163 104 - -
Individuals 60 237 1,057 766 161 - - -
Corporations 118 3,499 13,158 1,612 11,495 34 - —
Honduras..... 1,621 592 6.976 819 892 284 1,019 206
Individuals 1,521 488 6,379 638 526 236 1,019 205
Corporations 24 73 32t 32 242 47 - "
Hong Kong 18,078 22,543 230,146 133914 68,112 1,825 4,627 2,186
Individuals 12,486 6,092 31,616 7.637 12,546 905 4,627 1,545
Corporations 1,180 7.516 110,923 105,573 24,838 908 - 612
Hungary 494 142 5,952 2,636 130 103 153 1,642
Individuats 464 136 3,269 55 130 61 153 1,580
4 — 26 — - 26 — -
3916 1,773 22,351 7,095 1,384 845 666 1,440
3,416 1,613 12,299 306 898 836 666 1,353
46 65 5320 2,477 180 " - 26
1,536 477 16,238 11,171 1,082 26 44 2,127
Individuats 1,217 330 4,655 182 538 26 44 2,124
Corporations ... 42 17 10,645 10,549 49 — — 1
11,128 4,231 48,169 17,344 17,956 381 8,222 1,590
10,289 1,932 21,834 7,255 2,586 290 8,222 1,474
169 286 11,691 9,055 1,842 56 - 94
794 1,014 23,466 11,021 3,641 250 - 9
630 140 2,330 1,774 349 19 - 13
97 750 20,054 8,719 2,794 13N - 78
. 7,501 3,954 32,193 15,317 5,363 1,086 3,725 2,267
INAIVIAUALS..........coceiiic e 5,766 2,290 14,460 2,026 2,163 913 3,725 1,702
Corporations ..........cc..ccourmnevrecnreens 143 328 9,258 8,256 173 a3 - 370
Italy 35,899 13,052 330,119 126,572 53,819 36,650 89,419 9,230
Individuals....... 33,853 5121 127,728 4,034 6,224 11,765 89,419 7,035
Corporations 517 4,392 158,921 105,933 26,305 23,561 — 1,057
Jamaica .... 2,267 955 7,404 364 765 157 5,074 265
Individual 2,143 872 6,750 226 254 157 5,074 264
Corporations 28 76 525 36 486 — - 1
Japan........... 28,874 510,567 8,421,793 5,465,354 2,034,428 479,823 10,793 101,100
Individuals 20,737 4,265 76,931 23,383 8,674 4,502 10,793 11,139
Corporations 4,093 395,913 6,599,866 4,549,957 1,358,324 455,862 — 88,759
Jersey 545 6,787 42,545 16,675 21,977 147 6 38
Individuals 11 99 444 86 292 7 6 36
Corporations 163 2,174 14,954 8,343 6,456 129 — 2
Jordan 830 185 11,113 8,042 290 2 62 5
Individuals... 744 143 3,334 402 152 2 62 5
Corporations 23 20 7,693 7,625 67 " - -
Kuwalit.......... 1,910 3,668 186,428 139,969 45,249 63 - 290
Individuals 1,427 693 4,303 1,398 2,011 63 — 51
Corporations ... 154 1,612 49,256 44,719 4,249 — - 239
Lebanon. 1,889 831 13,922 2,498 1,503 54 367 8,879
Individuals....... 1,609 723 12,910 1,920 1,136 54 367 8,878
Corporations ... 40 25 177 96 82 - - -
Liberia 965 8,395 52,321 13,531 23,851 20 42 —
Individuals.............. 274 319 1,325 172 898 - 42 —
Corporations 424 2,122 28,350 11,444 3,150 20 —_ -
Liechtenstein 1,947 6,612 35,762 14,877 19,983 97 4 389
Individuals 336 1,105 4,767 1,248 3,339 1 4 1
Corporations 1,021 3.601 17,397 7,060 9,809 66 - 388
Luxembourg ... 6,066 26,368 285,803 176,030 103,400 315 171 713
Individuals . 798 729 3,564 231 2,673 - 171 369
Corporations ..........cceeueeeerrcnnninreianas 1,634 7.635 153,444 118,952 31,230 315 —_ 342
Malaysi 1,908 318 40,193 38,457 776 51 24 219
Individuals 1,687 256 1,742 240 567 50 24 219
COorporations ............oovvecevcemnnnnnncnnee 44 12 8,091 8,043 47 - - —
Mexico .. 97,151 40,878 306,342 81,852 30,637 6,443 162,814 6,265
Individuals 89,984 35,600 245,710 40,102 24,046 3,995 162,814 2,834
COrporations ..............ceecrcniennsnnes 680 3.000 18,106 8,438 1,352 1,930 - 786
Monaco 947 2,338 13,139 2,847 5,632 2,120 113 1,467
Individuals 660 1,283 6,842 1,512 1,268 2,119 113 972
Corporations 91 412 3,946 1,161 2,675 1 - 10
Netherlands .... 13,257 88,191 2,404,212 1,114,527 1,039,927 136,202 5,328 20,196
Individuals 8,939 4,108 33,740 4,821 11,532 699 5,328 7,408
Corporations ... 1,367 54,495 2,011,186 981,882 805,444 132,264 - 12,403
Netherlands Antill 3,864 29,315 1,576,516 1,424,452 98,913 18,203 393 952
Individuals 1,355 1,935 11,245 2,406 5,839 1,307 393 86
Corporations ... 1,458 19,458 1,418,467 1,303,113 65,671 16,837 — 866
New Zealand 4,739 1,307 60,076 34,931 4,857 327 345 1,450
Individuals 4,202 398 10,324 7,536 870 117 345 422
Corporations ............coccceecrniniiennnn, 119 511 11,539 7,510 3.029 101 — 895
Norway 7.345 2,838 58,325 23,507 5,606 1,044 11,331 1,775
Individuals 6,720 2,205 17,179 901 1,344 685 11,331 787
172 404 37,831 21,065 2,679 a3s - 860
116 12 9,243 1,476 1,189 — - 1
Individuals 88 8 118 80 16 —_ -— —_
Corporations ...........cuccveieererenninen. 9 2 6,651 88 7 — - —

Footnote at end of table.
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Table 2.—Forms 1042S: Number of Returns, Tax Withheld, and Total income Paid by Income Type, by Selected Recipient
Type and Country of Recipient—Continued

[Money amounts are in thousands of dollars]

Cou income paid
goorapri: aren Forms 10425 winheld Rents and Sacial securtty and Personal
and recipiant type Total Interest Oividends i rallroad reﬁ:gymem services
) &) ] “) (5) © (] ]
Pakistan 2,737 245 16,893 213 483 14 149 811
Individuals 2,560 204 16,698 169 254 10 149 810
Corporations .........c.oeerreccrernveceaes 6 7 24 1 23 — - -
Panama 9,689 20,560 211,557 113,742 56,942 11,566 979 330
Individuals 2,772 2,032 12,254 2,967 5,593 31 979 235
Corporations .........c..cooeereerrineverecenns 4,149 14,472 141,700 68,631 37,280 11,527 —_ 7
Peru 3,072 872 7,765 3,074 1,428 3t 838 117
Individuals 2,623 631 5,782 1,614 1,012 273 838 7
Corporations ... 40 113 456 342 7 34 — -
Philippines 28,546 11,747 79,214 2,827 2,818 120 66,833 1,556
Individuals 27,653 11,480 77197 1,911 1,866 52 66,833 1,491
Corporations .............ccevverecninneenes 106 73 674 4390 121 54 — 6
Poland 2,933 1,589 15,319 217 1,332 114 9,419 2,465
Individuals. 2,893 1,498 13,753 135 81 46 9,419 2,301
Corporations ... 7 63 1,334 81 1,249 3 - —
Portugal 7,628 3,408 26,613 4,282 1,046 134 19,597 286
individuals. 7.219 3,259 22,146 794 721 91 19,597 277
Corporations .... 88 18 3,636 2,986 35 14 — -
Puerto Rico 6,300 713 11,457 7,590 1,187 61 2,064 364
Individuals 5,673 534 3,400 435 585 8 2,064 126
Corporations . 391 126 5,554 4,971 498 53 — 26
Saudi Arabia 5,251 3,341 133,789 90,898 36,109 59 16 4,146
Individuals 3,951 1,347 5,898 918 3,896 57 16 122
Corporations ...........ccocoevneiereececnene 111 389 62,607 33,839 28,468 - — 267
Singapore 6,400 2,449 240,678 202,491 33,150 115 156 216
Individuals...........cceciiricenne 5,395 673 4,196 1,630 1.417 106 156 196
Corporations . 231 1.019 16,246 9,726 2,506 9 — 20
South Africa ... 5,625 1,491 20,088 11,785 1374 1,032 541 1.572
Individuals 5,266 983 18,106 10,946 1,023 670 541 1,155
Corporation 43 132 495 220 52 223 — —_
SOUth KOMEA. ......oeeeccnccrene e 2,497 5,073 65,487 26,922 22,318 7.535 108 4,196
Individuals 2,294 240 9,032 489 386 5 108 4,055
COrporations ...........veeeerreemrecccecrnnns 60 4,787 44,050 14,373 21,806 7,530 — 18
Spain 11,308 7.445 142,774 112,016 8,415 2,254 12,503 3,693
Individuals 10,051 4,281 28,158 5,336 37N 260 12,503 2,741
Corporations ...............oeeeereeerereerencennas 350 2,121 28,916 25,586 2,415 1,280 : - 333
Sweden 8,634 13,107 207,170 29,012 141,712 5,262 10,934 14,207
Individuals 7.841 5,180 29,325 885 2,898 586 10,934 11,348
Corporations 204 6,733 159,287 17,737 133,594 4213 — 471
Switzerland 39,226 128,049 1,964,432 1,075,940 684,913 105,449 443 16,261
Individuals 13,109 8,426 79,722 24,475 31,812 4,578 4,413 5,435
Corporations 14,741 68,471 1,314,950 843,974 322,652 89,079 — 10,369
Taiwan 6,631 N 2,239 173,519 149,269 . 5,082 187 132 2,885
Individuals 5,553 1,463 12,493 3,778 3,082 59 132 2,686
Corporatlons 98 333 42,074 28,191 692 1 - 50
Thailand 1,320 409 9,559 6,771 623 314 545 370
Individuals 1,105 : 339 12,744 190 397 308 645 369
Corporations 21 34 2,295 2,193 103 - — 1
United Arab Emirate: 1,042 443 312,895 178,585 132,187 2 — —
tndividuals a1 167 2,721 337 534 2 - -
Corporations .... 38 218 2,242 1,422 565 - - -
United Kingdom.... 262,003 224,679 4,843,767 2,318,910 1,802,188 297,973 38,045 100,812
Individuals 209,082 16,229 626,074 440,108 63,065 16,567 38,045 31,541
Corporations ..........ccccrerorerreneccrernnns 11,624 85,934 2,664,215 1,350,683 847,052 253,362 — 53,743
Uruguay 2,037 1,132 10,385 6,547 3,180 96 135 27
Individuals 992 522 2,860 1,000 1,229 96 135 14
Corporations ...........ccoveveererenrnenerenes 281 361 3,833 2,636 1,191 — — —
Venezuela 9,508 3,396 32,060 18,753 7,576 3958 . 1,056 995
Individuals 7,381 2,325 15,928 5,622 4,818 346 1,056 921
Corporations . 336 - 348 3,272 2,239 1,015 12 — 3
West Germany .. 89,041 96,790 1,415,517 530,930 552,598 134,328 34,498 24,419
Individuals 70,261 24,785 215,532 -38,599 91,040 9,373 * 34,498 17,030
Corporations .........ccoveeveerecrrnereenen 2,820 54,005 983,675 386,282 378,746 112,801 - 5,238
Yugoslavia 3,994 2,261 15,000 946 513 " 86 11,700 175
Individuals 3,858 2,177 14,038 285 332 78 11,700 75
Corporations ..... 14 21 92,360 " 69 2 R 14
Other Countries. 61,163 32,002 488,255 218,012 150,008 9,432 43,708 8,648
individuals 48,359 12,281 125,236 14,124 18,144 1,363 43,708 6,701
Corporations ..........c..cceeeereeeieenvorenns 2,436 10,754 219,263 200,404 71,260 7.122 - 1471

7 Less than $500.



1986 Corporation Foreign Tax Credit,

A Geographic Focus

By Karla M. Daronco*

In the 1980’s for the first time, Canada surpassed the
United Kingdom as the country which accounted for more
corporate foreign-source U.S. taxable (net) income than
any other country (Definitions section). Canadian-source
taxable income for 1986 was $10.5 billion, 16 percent of
total foreign-source taxable income. In addition, more of
the foreign taxes paid by U.S. corporations ($4.7 billion)
were paidto Canadathanto any other country (Definitions
section). United Kingdom-source income declined
sharply, by 30.6 percent, during the 1984-1986 period.

The foreign tax credit claimed by U.S. corporations
increased by nearly 4 percent, from $21.4 billion for 1984
to $22.3 billion for 1986; while foreign-source taxable
income increased by nearly 8 percent, from $61.1 billion
to $65.8 billion. Since much of this income was subject
to foreign taxation, $23.1 billion of income taxes (nearly
35 percent of taxable income) were paidto foreign govern-
ments. Of the 4,506 active U.S. companies claiming a
foreign tax credit for 1986, 764 (17 percent) were "giant®
corporations with total assets of $250 million or more.
This small group of companies accounted for nearly all of
the foreign tax credit claimed by U.S. corporations [1].

The U.S. economic recovery that started in late 1983
seemed to have continued and may have affected the
business operations of U.S. corporations overseas in
1986 [2]. In five of the countries listed, (including
countries where U.S. corporations earned at least $1
billion of foreign-source taxable income for either 1984 or
1986) U.S. corporations showed significant increases in
taxable income (Figure A). The largest income increases
were registered in Italy, West Germany, Japan, Switzer-
land and France, the main reason being a noticeable rise
in net capital gains income for each country.

Despite the overall increase in foreign-source taxable
income from 1984 to 1986, in general, the use of offshore
financial centers in the Caribbean and in Central America
appeared to have decreased markedly. Taxable income

Figure A.—Foreign-Source Taxable Income, by Selected
Country, 1984 and 1986

[Millions of dollars}

Country 1984 1986 P:snrg’eer::ge
(1) [+] 3)
All countries .....cc.ccceeuueenen $61,097 $65,809 7.7%

Selected countries, total....... 47,221 49,659 5.2
BAY oo 989 2,651 168.0
West Germany .. . 2,323 5,428 133.7
2,884 5,670 96.6

860 1,549 80.1
1,458 2,616 79.4
7.539 10,508 39.4
Brazil ... 1,695 1,977 16.6
Panama. 819 791 -34
Mexico..... 1,146 1,041 -9.2
Netherlands .............ccooeene. 2,588 2,035 -21.4
Australia............ . 2,319 1,642 -29.2
Netherlands Antille: 1,290 899 -30.3
United Kingdom.... . 11,913 8,263 -30.6
Indonesia.........ccoeeeviniinieninen. 2,938 1,671 -43.1
NOMWAY.....coceriiiiinnmineeireeenirens 3,279 1,791 -45.4
Bahamas........cccoovievieacinrnnens, 2,115 800 -62.2
EQYPL ... 1,066 327 -69.3

from the Netherlands Antilles and the Bahamas declined
by 30.3 percent and 62.2 percent, respectively. Panama

also showed a slight decline of 3.4 percent. These
decreases were mostly due to a sizable drop in services

income for all three countries.

Foreign-source taxable income of U.S. corporations
doing business in countries which were members of the
Organization of Petroleum Exporting Countries (OPEC)
continued to drop, to $3.1 billion for 1986, a reduction of
almost 41 percent from 1984 (Definitions section). This
continued the declining trend of income from OPEC
countries (76 percent) through the first half of the 1980’s.
Taxes paid by U.S. corporations claiming a foreign tax
credit to OPEC countries also fell but by less (40 percent)
to $1.7 billion from 1980 to 1986.

BACKGROUND

U.S. tax law allows corporations a credit against their
U.S. income tax for income taxes paid to foreign govern-

*Foreign Returns Analysis Section. Prepared under the direction of Chris Carson,

Chief.
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ments. U.S. corporations are taxed on their worldwide
taxable income. Therefore, the foreign tax credit serves
to eliminate double taxation on foreign-source income,
which is typically subject to tax by the country in which it
was earned.

The ability of some corporations to offset the U.S. tax
on domestic income with the credit for foreign income

" taxes led to the first limitation on the foreign tax credit in

1921. The credit limitation remains as a fundamental
principle of the current U.S. foreign tax credit provisions.

The limitation restricts the amount of credit for foreign
income taxes to the lesser of (1) the U.S. tax on foreign-
source taxable income, or (2) the actual foreign income
taxes paid. This calculation results in a zero limitation (no
credit) if a corporation has an overall foreign loss or a
worldwide loss. However, credits in excess of the limita-
tion may be carried back two years and forward five years,

For 1986, the limitation was separately calculated for
five categories of income: (1) section 904(d) (generally
portfolio)-interest-income;-(2)-dividends-from-an-Interest
Charge Domestic International Sales Corporation (IC-
DISC) or former DISC, (3) foreign trade income of a
Foreign Sales Corporation (FSC), (4) distributions from a
FSC or former FSC, and (5) all other income from sources
outside of the United States. (IC-DISC’s and FSC's were

. domestic corporations created to promote U.S. exports).

The total foreign tax credit for 1986 was the sum of the
afn'ounts computed, using these five separate limitations.
In some instances, the total credit was reduced for par-
ticipation in, or for cooperation with, international
boycotts.

To claim a foreign tax credit, a U.S. corporation must
have foreign-source taxable income, pay a foreign in-
come tax, and have a U.S. income tax liability. Only
certain taxes can be claimed as aforeign tax credit. They
include income taxes imposed by U.S. possessions or the

national government of a foreign country, as well as its

cities, states, and other subdivisions.

Corporations can deduct all foreign income taxes in
lieu of claiming a foreign tax credit for all such taxes.
However, most corporations obtain a greater tax benefit
by electing to credit these taxes against U.S. income tax.
Taxes such as excise, franchise, sales, and certain other

taxes, do not qualify as creditable foreign taxes, but can

be deducted in calculating worldwide taxable income,
even when the foreign tax credit is elected for foreign
income taxes.

GEOGRAPHIC SOURCES OF FOREIGN
INCOME AND TAXES

Of the principal countries or areas of origin of 1986
foreign-source taxable income of U.S. corporations with
foreign tax credits, (Figure B) those with the highest per-
centage of the total foreign-source income for 1986 were:
Canada (16 percent), the United Kingdom (13 percent),
Japan (9 percent) and West Germany (8 percent). The
largest amounts of current-year foreign taxes were paid
to these same four countries (Figure C). The remaining
54 percent of income was widely distributed.

Canada generated the most foreign-source taxable
income ($10.5 billion) for 1986, replacing the 1984 leader,
the ‘United Kingdom. Nearly 81 percent ($8.5 billion) of
the Canadian income was accounted for by U.S.
manufacturers. Of the foreign taxes paid by U.S. corpora-
tions ($4.7 billion) more were paid to Canadathantoany
other country.

-Almost half (46.4 percent) of the Canadian-source in-
come-from-manufacturing-originated-in—the petroleum
industry (Definitions section) [3]. For 1984, only $1.6
billion (21.7 percent) of Canadian income was earned by
U.S. corporations in the petroleum industry. With the
deregulation of Canada’s oil industry starting in late 1984,
and the general expansion of Canada’s economy, almost
$4.0 billion in profits were reaped by U.S. petroleum
corporations for 1986 from Canadian operations. This was
an increase of nearly 143 percent from 1984 [4].
Petroleum subsidiaries accounted for 48.2 percent of total
1986 foreign taxes paid by U.S. manufacturers in Canada,
due to the high taxes imposed by Canada on the industry
at that time. For 1986, these corporations paid a high
average tax rate (over 56 percent) on Canadian-income
earned by the petroleum industry. This increased per-
centage reflected Canada’s top corporate statutory tax
rate of 54 percent for 1986 [5].

Other gains in. Canadian-source income were indi-
cated by a 35.4 percent increase over 1984 in finance,
insurance, and real estate, as well as a 71.4 percent rise
in wholesale and retail trade. The increase in finance,
insurance, and real estate was due mainly to the disman-
tling of restrictive regulations imposed by prior Canadian
governments on the country’s financial markets. The
advent of free trade talks between the United States and
Canada spurred the increases in wholesale and retail
trade [6]. ‘

By comparison, the U.K.-source income of U.S. com-
panies declined sharply, by 30.6 percent. This decline
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Figure
Percentage of Total Foreign-Source Taxable Income, by Country or Area,
1986

Latin America

Other Countries United Kingdom

Canada

West Germany = __ Netherlands Antilles

France 1%

Indonesia

Total: $65.8 billion

Figure C
Percentage of Total Current-Year Foreign Taxes, by Country or Area,
1986

Latin America

Other Countries

Canada

West Germany
Netherlands Antilles

Italy France 1%
3%

Total: $23.1 billion
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was due Iargely' to decreases in manufacturing, especially
of petroleum; and in finance, insurance, and real estate,
down 26.5 and 41.5 percent, respectively.

Economic Recovery

The U.S. economic recovery that started in late 1983
seems to have continued and spread to much of the rest
of the world by 1986. Less expensive oil, tax cuts, low
inflation rates, and wage increases overseas all con-
tributed to the economic recovery [7]. With the fall of the
dollar against most major foreign currencies in 1985,
foreign stocks became more profitable. This resulted in
an astounding 424.8 percent leap (from $742 million to
$3.9 billion) in net capital gains income between 1984 and
1986 [8].  These gains contributed to large overall foreign
income increases registered by ltaly (168.0 percent),
West Germany (133.7 percent), Japan (96.6 percent),
Switzerland (80.1 percent), and France (79.4 percent).
U.S. parent companies with operations in these countries
saw a currency-exchange windfall when the dollar
declined [9]. :

and the electrical manufacturing industry rose, up 160.6
and 133.3 percent, respectively, from 1984,

U.S. corporations benefitted from the European
recovery in ltaly as well, where foreign-source taxable
income increased 168 percent from 1984. Again, due to
the sagging dollar against other foreign currencies and
low interest rates, and through the sale of Italian corporate
stocks, U.S. companies saw net capital gains income
increase by an astounding 2,160 percent [12]. Detailed
data on the type and amount ofincome generated in most
foreign countries is provided (Table 1).

Despite the continued economic recovery, U.S. cor-
porations doing business in OPEC countries and in the
principal North Sea oil nations (the United Kingdom and
Norway) saw foreign-source taxable income and current-
year foreign taxes further decline during the 1984-1986
period. Foreign-source taxable income and foreign taxes
for OPEC countries decreased almost by half (Figure D).
OPEC countries also show a disproportionately high per-
centage of the total foreign taxes for both years, which can
be attributed to the high foreign_tax_ rates_on_oil income.

U.S. oil corporations with operations in the United
Kingdom felt the economic crunch caused by less expen-
sive oil in the mid-1980’s. A decline in income from the
United Kingdom was reported by U.S. manufacturers
(almost half of which was accounted for by the 45.0
percent decrease in foreign income earned by the
petroleum industry). The fall in oil prices weakened the
British pound, which cut into the capital gains U.S. inves-
tors could earn on British stocks [10]. U.S. banks suffered
a 54.6 percent decrease in U.S.-source foreign income
earned from the United Kingdom during the 1984-1986

. period.

Atthe same time, the economies of both West Germany
and Japan continued to expand and U.S. corporations
earned a combined total of almost $11.1 billion (nearly 17
percent of the total for all countries) in foreign-source
taxable income from these countries for 1986. Ap-
proximately 85 percent ($9.4 billion) of this amount can
be attributed to operations of U.S. manufacturers in both
countries. Specifically, the boom in West Germany was
fed by such consumer-goods industries as electronics,
household appliances, and apparel, with the electrical
industry’s income up 913 percent from 1984 [11]. The
West German income of U.S. corporations accounted for
28 percent of the total income of U.S. manufacturers
claiming a foreign tax credit. U.S. manufacturers were
also responsible for 81 percent of the total U.S. corporate
income earned from Japan ($4.6 billion of the $5.7 billion
total for Japan). Income from food and kindred products

Data for North Sea oil-producing countries reflect the
severe drop in oil prices in 1986 and their effect on
foreign-source income and taxes. Foreign income of U.S.
companies with operations in Norway was reduced by
45.4 percent, mostly due to falling oil prices. Similarly,
U.S. oil companies with British operations had a decline
of 30.6 percent in their total foreign taxable income be-
tween 1984 and 1986.

Figure D.—Foreign-Source Taxable Income and
Current-Year Foreign Taxes, by Selected Oil-Producing
Area, 1984 and 1986

[Millions of dollars]

1984 1986
Country
Income Tax Income Tax
(1) 2 ©) 4)
TJotal ....cciinnniininiiinnnan $61,097 $22,540 $65,809 $23,103
OPEC countries ................ 5,320 2,784 . 3,150 1,670
Norway plus
United Kingdom.............. 15,192 6,359 10,054 3,329
Percentage of total: : ,
100.0% 100.0% 100.0% 100.0%
8.7 12.4 48 7.2
Norway plus .
United Kingdom.............. 24.9 28.2 15.3 14.4
Type of Income by Country

The type of foreign gross income (excluding income
from foreign branch operations) U.S. corporations
received varied considerably by country (income-type
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detail is not available for branch income) (Figure E). Cer-
tain country trends are noted:

e most U.S. investment in Canada, West Germany,
and Italy was in corporate stock, as evidenced by
the fact that the majority of income was dividends
and the associated tax on dividends (dividend
gross-up - Definitions section);

e the United Kingdom, the second largest source of
non-branch gross income, had a distribution of
income similar to that for "all countries®;

® almost all income from the Netherlands Antilles
was dividends;

e over half of the gross income from Norway was
made up of rents, royalties, and licensing fees,
virtually all from the petroleum industry; and

e for Japan and Norway, there is a relatively low
percentage (18 and 12 percent, respectively) of
dividend income as compared to the other major
industrialized nations included in the chart.

Figure E

Percentage of Non-Branch Gross Income,

. Country or Area, 1986
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Type of income generalizations can be made for
geographic areas as well as for specific countries. Inter-
est represented a higher proportion of income from Latin
America (46 percent of the total) than from countries in
general (20 percent). This shows the considerable debt
burden of industrializing Latin American countries. In
addition, almost 72 percent of the total taxes paid or
accrued on interest were paid by U.S. corporations to
Latin America. Rents, royalties, and licensing fees were
less likely than average to be received from Latin America
(5 percent of total gross income as comparedto an overall
percentage of 13 percent). This was also the case with
other less-industrialized areas, such as Africa (4 percent).
No dividend income was received from any Eastern
European Soviet-bloc country because only a handful of
companies incorporated in these countries were owned
even partially by U.S. corporations [13]. Over half of the
gross income from these countries was interest (63 per-
cent) while a quarter was from rents, royalties, and licens-
ing fees.

Average Foreign Tax Rates
Because foreign tax rates vary considerably by country
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(and by type of income within countries), the 1986 rate above 50 percent. Brazil's rate was 62 percent,
average foreign tax rates of countries ranged from roughly chiefly because interest from Brazil (nearly 52 percent of
64 percent down to almost 4 percent (Figure F). (The non-branch gross income) was generally subject to a
average foreign tax rate is the ratio of current-year foreign 25-percent withholding tax-on the gross amount. The
taxes to foreign-source taxable income expressed as a deductions attributable to this income reduced taxable
percentage. The average U.S. tax is the ratio of U.S. income (on which the average tax rate is based), and
income tax liability to the U.S. income subject to tax after thereby increased the average rate. Spain's rate was 58
all credits except the foreign tax credit.) Thirteen of the percent because U.S. corporations deriving dividends
23 countries shown fall within 10 percentage points above from Spanish subsidiaries were generally subject to a
or below the all country average. For "all countries," the withholding tax on the dividends in addition to the stand-
average foreign rate of 35 percent was considerably less ard Spanish corporate rate of 35 percent [15].

than the 46 percent U.S. corporate statutory rate for 1986. ,
Organizational Structure of Foreign Operations

Most of the countries with the highest average tax rates

were oil-producing nations. Among the reasons for the There are several different organizational structures
relatively high average foreign tax rates were: (1) extraor- available to U.S. corporations seeking to expand their
dinary or “supplemental® oil taxes that were payable in - market or business activities abroad. Most corporations .
addition to the normal corporate income tax (i.e., Trinidad wanting to establish a permanent presence overseas
and Tobago, and Norway), (2) relatively high income tax elect to do so by using an unincorporated foreign branch
rates that applied to oil companies only (i.e., Nigeria) and operation, investing in an existing foreign corporation, or
(3) taxable income bases that were larger under foreign forming a subsidiary under the laws of the foreign country.
tax law than under U.S. tax law (i.e., depreciation methods Some business activities, i.e., certain loans and exports,
under some foreigntax laws are less favorable than under can also be transacted without a substantial foreign
——U.S-tax-law)-[14]- _ presence.

Brazil and Spain were the only countries that were not Foreign branch taxable income is shown as a percent-

major oil-producing nations with an average foreign tax age of total foreign-source taxable income by country

Figure F.—Current-Year Foreign Taxes and Fbreign Branch Taxable Income as Percentages of Foreign-Source Taxable
Income, by Selected Country, 1986

[Millions of dollars] '

'Currem-year foreign taxes Foreign branch taxable income
as a percentage of foreign Foreign as a percentage of foreign-
Co - -source taxable income i - -source source taxable income
untry taxable -
, income Foreign branch
Rank Percent - Taxes Rank Percent: taxabie income
m [¢4] (] (O] ® (6) 7

All countries..........ccoveeiranieensens - 35.1% $23,103 $65,809 - 14.4% $9,497
Saudi Arabia ..o, 1 64.1 143 223 ") " . -75
Trinidad and Tobago ........ccoovceeveieenn. 2 62.8 145 231 M M -18
Brazil ........cccoovevinniie e 3 62.2 1,229 1,977 8 17.3 342
SPAIN ... 4 57.6 297 516 7 20.3 105
INAONESIA ....c.oeeiiieiieiiici e, 5 56.1 938 1,671 4 49.0 819
EQYPL .. 6 52.6 172 327 M " -17
MEXICO ..ot 7 524 545 1,041 1 9.8 102
NIGEMA ....ooiiiiiir e, 8 45.0 260 578 3 585.5. 321
Canada.......cccoooee i e 9 44.3 4,659 10,508 16 4.9 516
NOTWAY ...ccvviiiniiinenie it 10 43.4 778 1,791 1 64.4 1,153
West Germany.........oc.eceveeeenieinencnnens 11 41.3 2,244 5,428 18 3.1. 168
Australia ..o 12 40.7 669 1,642 6 309 507
Venezuela.. S -, 13 39.4 86 218 15 6.0 13
JaAPAN e 14 36.5 2,071 5,670 14 6.5 366
Switzerland..........ccoo oo 15 33.4 518 1,549 ’ (M M -63
Libya .o 16 312 25 80 2 56.2 45
France.........ccovvnerniniciiiee e 17 31.0 811 2,616 9 12.3 323
United Kingdom..........cccocoevnennniennns 18 30.9 2,552 8,263 10 1.1 916
Netherlands..........ccocovnninnnic e 19 30.6 622 2,035 12 8.4 170
HalY .o 20 29.0 769 2,651 13 80 211
Panama..........ccooeireanieiieee v 21 221 175 79 ' 19 1.8 14
Netherlands Antilles ..........ccccooevennnn. 22 17.0 153 899 17 3.3 30
Bahamas..........ccccovvvevievcvier e, 23 3.6 29 800 5 44.6 357

' Not calculated due to foreign branch loss.
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(Figure F). Branch taxable income as a percentage of all
foreign taxable income fell from 24 percent for 1984 to
about 14 percent for 1986. Generally, the petroleum and
banking industries are more likely than any other in-
dustries to operate through the establishment of foreign
overseas branches. This s evident inthose countries with
the highest proportion of income from foreign branches,
all of them either oil-producing nations or an offshore
financial center; namely, Norway (64 percent), Libya (56
percent), Nigeria (56 percent), Indonesia (49 percent),
and the Bahamas (45 percent).

SUMMARY

The foreign tax credit claimed by U.S. corporations
increased only 4 percent from $21.4 billion for 1984 to
$22.3 billion for 1986. Foreign-source U.S. taxable in-
come from all countries increased by nearly 8 percent,
from $61.1 billion to $65.8 billion. Almost 35 percent of
foreign-source income was paid as taxes to foreign
governments ($23.1 billion), although not all of it could be
claimed as a foreign tax credit for 1986.

U.S. corporations earned more foreign-source taxable
income ($10.5 billion) in Canada than in any other nation.
Accordingly, these corporations paid most of their foreign
taxes ($4.7 billion) to Canada. This was the first time in
the 1980’s any country had surpassed the United
Kingdom as the country from which U.S. companies
earned the most income.

Strong U.S. activity was registered in Italy, West Ger-
many, France, Switzerland and Japan. Declining energy
prices, low inflation, and a weak dollar enabled U.S. com-
panies to reap big capital gains overseas. The big losers
were U.S. corporations (primarily oil companies) with ac-
tivities in countries that were members of OPEC andinthe
principal North Sea oil-producing nations (the United
Kingdom and Norway), whose economies suffered due to
lower oil prices.

Generally, the type of non-branch foreign income U.S.
corporations received varied by country. A substantial
portion of U.S. investment abroad was in corporate stock
with over 40 percent of foreign gross income (of $93.5
billion) composed of dividends ($25.8 billion) and the
foreign taxes paid on them, the so-called dividend gross-
up ($14.6 billion).

DATA SOURCES AND LIMITATIONS

Sample Selection and Variability

The statistics presented in this article for the 1986 Tax

Year were estimated from a stratified probability sample
of approximately 85,100 corporate income tax returns
selected after revenue processing, but before audit. The
accounting periods of corporations with a foreign tax
credit included in the data were those ending between
July 1986 and June 1987, although most of the activities
reported reflected activities in Calender Year 1986.

While all returns in the Statistics of Income sample with
a foreign tax credit were used for the 1986 data, some
differences exist between the 1986 foreign tax credit data
presented here and those previously published in Statis-
tics of Income--1986, Corporation Income Tax Returns.
These differences are the result of the different weighting
methods used for returns sampled at less than the 100-
percent rate. In addition, the statistics presented herein
include certain returns with foreign tax credits prescribed
for inclusion in the 100-percent sample class. These
returns were received too late to be included in the regular
corporate statistics and no adjustment for themwas made
for the overall corporate statistics.

Sampling variability arises only in strata in which
returns were prescribed for selection at arate of less than
100 percent. For this article, returns selected at the 100-
percent rate accounted for the largest part of the es-
timated amounts. For example, for 1986, those
corporations with $250 million or more in total assets
(which were selected at the 100-percent rate) accounted
for a major portion of the total assets (98.3 percent),
foreign tax credit claimed (95.6 percent), and foreign-
source taxable income (95.1 percent) of all corporations
claiming a foreign tax credit. Because of the
predominance of these large corporations, sampling
variability is not considered a major limitation of the statis-
tics.

General Limitations

The foreign tax credit is claimed under section 901 of
the Internal Revenue Code. Corporations claiming a
foreign tax credit generally provide supporting foreign
income and tax data on Form 1118, Computation of
Foreign Tax Credit - Corporations, attached to their U.S.
corporation income tax return. Form 1118 is the source
of the foreign income and tax data for this article. The
statistics do not reflect any adjustments that were made
during audit examination, which finally determines the
acceptability of the foreign income and taxes reported.
Nor do they reflect foreign tax carrybacks which aiso
determine the final credit. Also, some corporations pro-
vide only preliminary foreign income and tax data with
their U.S. tax returns as filed because not all the informa-
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tion about their foreign operations is available at the time
their U.S. income tax returns are filed.

Foreign income and taxes are underreported in this
article to the extent that data were not provided on Form
1118. Some corporations with foreign income and taxes
operated at a deficit and had no U.S. tax liability against
which a foreign tax credit:could be claimed and were,
therefore, not required to file the Form 1118. Some cor-
porations may have chosen to deduct their foreign taxes
from gross income rather than credit them against their
U.S. tax liability. For these particular returns, it is believed
that the foreign income and tax amounts were insig-
nificant. In both instances, these returns were excluded
from this study. :

DEFINITIONS

The term "country” as used in this article includes not
only -countries, but also other separate taxation
authorities, such as Puerto Rico and U.S. possessions.
For certain tables and figures, data for these taxation
authorites are presented together with data by country.

[3] Data pertaining to income and tax amounts clas-
sified by both industry and country are available
from the Statistics of Income Division but were not
published with this article due to the voluminous
nature of the statistics.

[4] Finn, Edwin A., Jr. and Morais, Richard C., *Good
Neighbors Again,” Forbes, May 19, 1986, p. 130.

[5] Templeman, John, et al., "Europe and Japan are
Catching Tax-Reform Fever,” Business Week, Sep-
tember 1, 1986, p. 65.

(6] ' 1bid.

[7] -Templeman, John, et al., "Europe’s Businessmen
- Are All Speaking the Same Language: Boom," Busi-
ness Week, May 5, 1986, pp. 42-43.

[8] See Redmiles, Lissa, "Corporation Foreign Tax
Credit, 1986: An Industry Focus,” Statistics of In-
-~ come Bulletin, Fall 1990, Vol. 10, No. 2.

Foreign taxes (unless otherwise stated) refers to cur-
rent-year foreign taxes, which are withholding taxes on
dividends, interest, rents, royalties and license fees, as
well as taxes directly paid or accrued on partnership,
services or other income or on foreign branch profits. It
also includes taxes deemed paid, which are a proportion
of the taxes paid on the profits of a foreign corporation
(including all levels of subsidiaries) out of which the
dividends to the U.S. corporation were paid.

The Organization of Petroleum Exporting Countries
(OPEC) is an oil cartel which includes Algeria, Ecuador,
Gabon, Indonesia, Iran, Iraq, Kuwait, Libya, Qatar, Saudi
Arabia, United Arab Emirates, and Venezuela.

Petroleum industry (unless otherwise stated) refers to
the -integrated petroleum industry, i.e., all corporations
primarily engaged in extraction, reflmng, and marketing
of crude petroleum

" Dividend gross-up is income associated with dividends
received or constructively received from a controlled
foreign corporation and is equivalent to the tax deemed
paid.
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9, No. 4, for an article on Controlled Foreign Cor-
porations by country or geographic area. Data for
1986 will be included in a future issue of the Bulletin.

[14] For additional information on the tax laws of foreign
countries, see Corporate Taxes, A Worldwide Sum-
mary, Price Waterhouse, 1985.

[15] Ibid.

EXPLANATORY TABLE NOTES

The data for the following tables are tabulated fromthe
Forms 1120 and 1118 (Data Sources and Limitations).
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For Table 1, the rows are the specific geographic area
or country to which foreign income and taxes were paid
(see the definition of "country" in the definition section
above). Columns 3 through 13 reveal income and taxes
from all sources while columns 14 through 58 represent
income and taxes from specific geographic areas or
countries.

Columns 1 through 13 are amounts reported on the
Corporation Tax Return Form 1120 while the remaining
columns are amounts reported on the Form 1118. The
data by geographic areas for columns 1 through 13 are
not additive to the all geographic areas total. The datain
columns 14 through 58 are amounts for the specific
country. However, the data by geographic area for
columns 14 through 58 are additive to the all geographic
areas total. Data for specific geographic areas are not
always additive as data are present for only selected
countries.

Columns 15 through 22 contain gross income exclud-
ing branch operations and specially allocable income
(less loss) and sum to column 14. Foreign oil and gas
extraction gross income appears in columns 24 through
28 and sum to column 23. These amounts are also
included in the foreign gross income in columns 14
though 22.

Columns 29 through 38 contain deductions other than
from branch operations and specially allocable income.
They are divided into; allocable deductions, columns 30
through 34: and not directly allocable deductions,
columns 35 through 38. Columns 30 and 35 are the totals,

respectively, and sumto column 29. Columns 39 through
41 are the deductions from oil and gas extraction income
and are included in columns 29 through 38.

Columns 42 through 45 reveal taxable income before
loss recapture which includes foreign branch income
(column 43), specially allocable income or Section 863(B)
(column 44), and foreign income other than from branch
operations and specially allocable income (column 45).
Column 42, the total foreign-source taxable income also
equals column 14 minus column 29 plus columns 43 and 44.

Columns 46 through 55 contain foreign taxes paid or
accrued and deemed paid before reduction for interna-
tional boycott operations. Total foreign taxes paid or
accrued are divided into taxes withheld at source on
dividends (column 48), interest (column 49), and rents,
royalties, and licensing fees (column 50), as well as, taxes
paid or accrued on branch income (column 51), service
income (column 52), partnership income (column 53),
and other income (column 54), all of which sumto column
47. Deemed paid foreign taxes are included in column
55. In some instances, small amounts of taxes were
attributed to the country of incorporation of a foreign
subsidiary rather than the actual country of taxation.
Columns 47 and 55 sum to column 46 which is total
foreign taxes.

Columns 56 through 58 represent income and taxes of
related foreign corporations.

NOTE: Columns and rows may not sum exactly due to
rounding.
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RETURNS WITH FORM 1118 FILED IN SUPPORT OF FOREIGN TAX CREDIT CLAIMED

Table 1.—Total Assets, Income, Tax and Credits and Foreign income,

Foreign Taxes Were Paid

(All figures are estimates based on samples—money amounts are in thousands of dollars)

Taxes and Credit, by Selected Country to Which

income and taxes from all sources

and IC-DISC and Number Totat :
n Ri 4
P mivs | 00| tomame | Dmme | Regumw | g |l | g wes | g | Ao o
(less deficit) Ny tax claimed sources bel accrued paid foreign taxes
loss recapture
1) [£4] (3} “4) (5} ] m ®) 9 (10)

All geographic areas, total................ esnsasinanes 4,409 |5,404,718,817 | 140,430,545 130,506,344 53,347,108 22,258,235 65,809,314 8,467,889 14,635,173 1,059,505
Canada 2,090 |[4,663,310,239 | 122,330,156 113,438,162 46,180,856 21,253,601 61,782,284 7,788,753 14,247,734 931,961
Latin America, total 844 | 4,465,283,211 | 108,350,369 100,688,743 41,273,247 20,954,104 61,550,866 7,527,812 14,095,109 883,242

Mexico 688 4,065,535,944 96,571,277 89,842,011 36,742,807 19,982,965 57,450,531 7,266,867 13,365,122 837,105
Central AMENCa, 108 ................oo.oororerro 287 | 3.212563020 | 79.694.777 | 74624944 | 30,669,001 18506177 | 53.179,091 6.703.196 12:468.161 859,804
Costa Rica 120 1,929,951,705 50,760,625 47,727,994 20,287,314 15,044,596 41,765,573 4,993,942 10,513,029 178,502
Guatemala 121 2,107,600,453 56,864, 53,091,315 22,640,649 15,904,527 43,482,203 5,633,624 10,841,434 282,144
Honduras 95 | 1918366383 | 44004015 | 41877721 | 17582176 | 12867.304 | 34793634 4704517 8.748.693 178.502
Panama (including Canal Zone) 208 2,908,477 412 67,143,083 63,418,582 25,877,703 15,907,025 45,107,787 5,776,947 10,750,359 750,814
Caribbean countries, total . 278 3,160,382,462 76,859,359 71,573,027 29,553,858 18,111,396 52,266,411 6,615,550 12,229,573 874,074
Cayman Islands (British) 133 2,481,627,459 50,161,996 46,774,509 19,003,654 13,416,597 38,203,932 5,056,810 9,031,726 708,111
Dominican Republic 128 2,133,504,358 51,137,409 47,589,064 20,303,849 13,588,585 39,261,673 4,861,683 9,136,445 178,502
Trinidad and Tobago 105 | 1,876,394,572 | 46992352 | 44.255916 | 18074282 | 13.703.616 | 37,043,096 5.482,746 9,090,041 845468
South America, total .. 598 4,094,090,282 97,806,510 91,305,034 37,468,939 20,468,735 59,895,361 7,368,600 13,802,827 882,199
Argentina 317 | 3277205761 | 74176207 | 70510650 | 28:820.949 | 18,062,732 | 50,771.512 6.820,238 12,117,724 837.462
Brazil 376 3,717,854,967 83,335,196 78,723,560 31,990,206 18,549,095 53,227,484 6,999,118 12,385,730 864,693
Chile 202 | 2760243700 | 64920713 | 60272371 | 25181016 | 16,606,188 | 47.458.969 5,923,780 11,223,176 752,601
Colombia 217 2,663,610,016 68,070,459 64,779,039 26,827,400 16,810,353 47,191,179 6,430,146 11,276,960 866,218
Ecuador 155 2,509,909,404 56,472,680 53,684,826 22,320,054 15,587,458 42,392,195 6,130,902 10,192,749 814,628
Peru 180 2,566,356,157 60,731,581 56,950,665 24,015,771 15,831,583 45,115,945 6,095,268 10,300,976 861,309
Venezuela 310 | 3194988242 | 75943283 | 71281972 | 20.869.333 | 18312507 | 52,391.338 6.812.011 12,211,347 864,693
Other Western Hemisphere, total................ 344 | 3,859,345,664 89,655,904 83,377,975 33,960,790 19,193,448 55,902,052 6,739,125 13,056,156 868,327
The Bahamas 134 | 2619,157,750 | 51,580,352 | 47.978513 | 19933766 | 14,404638 | 41,554,666 5,139,469 9,804,460 759,919
Netherlands Antilles.... 186 3,083,825,293 71,201,860 66,631,978 27,379,274 16,965,907 48,905,669 5,897,649 11,470,288 735,064
Europe, total 1,853 4,736,860,328 | 117,836,037 109,676,776 44,672,266 21,691,512 63,786,936 7,990,375 14,478,405 1,001,376
Common Market countries, total ................. 1,705 | 4,642,141,116 | 115730736 | 107744361 | 43869417 | 21475469 | 63,204,016 7.717,344 14,461,837 913,082
Belgium 344 | 3187453257 81.980,591 76,300,420 | 31341583 | 18913001 | 54.471.565 6,874,001 12.712.745 814,675
France (including Andorra).... 539 3,679,059,339 92,740,797 86,411,759 35,273,176 19,703,407 57,464,840 6,729,895 13,539,551 774,354
Greece. 132 |_2,603,783,309 61,546,736 58,995,054 24,132,425_ | 15362,245__|__42,858,233_|__ 5,884,137 10,271,780 275,856
treland 150 2,405,032,739 59,970,704 56,967,811 23,332,436 15,499,765 43,529,914 5,880,070 10,363,062 830,314
ltaly {(including San Maring)....................... - 412 3.496,457,314 86,670,113 80,607,972 32,991,648 19,512,669 56,469,852 6,945,961 13,286,969 880,671
Luxembourg 65 1,975,271,335 28,182,661 26,015,918 10,029,791 6,238,325 17,678,154 2,921,837 3,872,065 157,849
Netherlands 674 3,659,503,468 87,923,583 81,700,287 33,015,301 19,073,890 55,453,430 6,902,857 12,853,495 858,522
Spain 316 3,327,211,118 79,231,017 74,760,409 30,481,887 18,206,758 51,669,643 6,862,645 12,258,718 843,302
United Kingdom .. 989 | 4134238204 | 102792506 | 95142016 | 38:885.149 | 20.860,067 | 61.130.743 7.482,712 14,087,687 906,624
West Germany . 643 3,645,213,737 92,992,643 86,808,727 35,503,177 20,361,405 58,616,561 7,239,714 13,805,019 864,736
Other West European countries, total.............. 689 3,824,368,832 93,737,995 87,005,731 35,627,113 20,240,023 58,422,337 7.535,609 13,542,459 993,655
Austria 182 | 2526768981 | 63464168 | 59.568.034 | 24524772 | 16172143 | 472305807 5,530,088 11,190,112 673,602
Finland, 156 | 2418807640 62334.473 | 58492662 | 24227005 | 15613195 | 45416423 5.372,966 10762555 713.884
Norway 194 | 2,351,832,358 | 59543462 | 55703436 | 22903994 | 16101217 | 46:217.982 6,096,526 10,874,403 915,525
Sweden. 297 3,134,047,712 76,160,390 71,217,372 29,125,786 17,963,706 51,959,000 6,190,035 12,325,368 736,962
Switzerland 444 | 3417257738 | 83656587 | 77.806.766 | 31931216 | 18.919,837 | 54.405414 6,907,249 12,664,419 813.770
Turkey 117 | 2,049,457,009] 52511088 | 49.266.391 | 21224480 | 15700328 | 43960313 5,966,988 10,384,793 882,540
East European countries, total... 115 | 2,003,249,495 | 46016277 | 43892602 | 18573653 | 14072556 | 39129310 5,611,234 9,379,115 805,322
Africa, total 681 3,643,235,940 89,104,304 82,991,940 33,889,096 19,697,337 56,978,188 7,359,998 13,061,497 928,537
North Africa, total ..........coccoomevierernrrerrnnenss 148 2,521,709,075 58,820,967 55,860,629 23,336,954 15,810,742 43,691,611 6,455,989 10,359,920 927,667
Egypt . 121 2,344,783,158 52,889,850 50,273,694" 21,088,624 14,817,239 40,872,735 6,001,481 8,665,235 864,428
Libya 18 525642231 | 22300693 | 21565983 | 9.413.891 8826618 | 22424322 3,118,139 6,037,558 206.593
East Africa, total 83 | 1,798610,133| 47370916 | 44939397 | 18862158 | 14051509 | 37.507.076 5,491,933 9,387,022 815,311
West and Central African countries, totat, 116 2,226,847,831 54,313,265 51,460,035 21,302,409 15,266,169 41,522,244 6,029,036 10,109,057 864,692
Gabon . : 25 918,369,114 | 21,270,641 20,193,951 8,432,470 6.799.963 | 16765829 3,275,884 3.797.783 827636 . -
Nigeria 63 1,641,708,539 40,973,111 39,085,201 16,503,132 12,671,962 33,635,830 5,095,797 8,071,927 813911
Zaite 28 | 1,301,089512| 28371857 | 26901822 | 11,650,416 9,516,170 | 25946119 4,230,290 6,412,851 785,821
Southern Airica, total ... 607 | 3182386374 81,111,520 | 75724086 | 31064640 | 18248367 | 52056182 6,289,999 12,371,117 737,807
South Africa (includes 588 | 3,020452243| 79.168353 | 731850471 | 30.327.286 | 17.765.821 50,656,760 6,122,407 12,127,101 737.807
Zimbabwe 49 | 1,150,433256 | 28884207 | 27,330,396 | 11,399,350 8247326 | 23,092,450 3.167.214 5,796,816 100,110
Asla, total 1,338 | 4,556,729,870 | 115,329,768 107,785,978 44,074,207 21,247,303 62,406,601 7,742,975 14,204,257 958,319
Middle East, total...........c..cccovevrrereiieerrennnnnn 413 3,112,9980,708 78,576,531 72,869,467 30,419,250 18,353,397 52,874,647 6,854,774 12,208,500 906,026
fran 39 1,243,998,202 34,864,659 33,526,198 14,378,765 11,744,284 31,301,365 4,785,749 7.541,467 833,409
Isragl 285 | 2237777092 48,171.469 | 44743818 | 18,542,001 11177662 | 33488198 4202594 7,482,021 99,229
Kuwait 72 | 1,591,044689 | 34555444 | 33.047.045 | 14.127.092 | 10801466 | 30,580,307 3,908,446 7,546,201 156,330
Qatar 20 952,356,955 26,815,416 25,985,578 11,248,402 10,335,075 26,155,849 3,979,403 6,862,216 234,040
. Saudi Arabia 145 | 2,047.320914| 51,262,291 47,749.085 | 20223015 | 14655248 | 41723076 5.253,323 9.930.418 762,275
United Arab Emirates 59 1,642,536,708 37,278,710 35,430,608 14,896,248 12,298,603 33,068,021 4,798,889 8,383,529 325,348
Southern and Southeastern Asia, total .. 432 3,763,576,114 91,559,255 84,964,300 34,636,129 20,057,841 58,066,771 7,342,622 13,457,073 932,820
India 172 2,226,235,881 59,072,942 56,135,125 23,540,202 15,875,985 43,433,398 6,090,736 10,567,146 813,769
Indonesia 154 2,654,975,824 59,395,950 56,816,187 23,397,497 16,134,683 44,004,930 6,415,473 10,573,432 924,370
Mal 140 2,265,764,493 56,669,256 53,489,750 22,399,952 14,977,705 41,748,100 5,329,200 10,316,057 182,485
Philippines 228 3,121,594,247 78,574,205 73,446,411 29,834,893 18,132,013 51,406,878 6,697,849 11,775,651 865,574
Singapore 242 | 3214750920 74.478994 | 70156431 | 28.334.041 17,858,671 50,616,652 6.807.800 11,974,090 908,417
Thailand . : 17 2,549,570,613 64,398,937 60,456,909 25,484,242 16,712,304 47,257,107 6,297,692 11,095,534 836,967
Eastern Asia, total..............ccoovvecvereereenrsieinens 1,140 4,338,414,835| 109,736,048 102,672,027 41,958,987 20,727,429 60,619,282 7.482,977 13,859,248 867,254
China ! 10 2,107,377,387 56,713,947 53,145,000 22,277,888 16,085,892 45,901,840 5,894,230 10,861,598 836,126
Hong Kong.....: : 295 3,203,640,939 75,940,371 71,249,486 29,296,260 17,799,766 51,642,601 6,133,873 12,082,873 731,171
Japan (Okinawa, Ryukyu)... 1,051 4,186,465,716 | 105,900,364 98,947,500 40,412,578 20,522,862 59,719,620 7,413,001 13,751,903 865,725
th Korea 239 3,281,144,543 73,576,437 68,868,590 28,625,889 17,510,030 50,690,254 6,679,012 11,516,659 836,083
Taiwan 230 2,858,797,046 70,812,567 66,243,639 27,849,791 17,630,738 50,009,952 6,573,377 11,820,967 832,725
o la, total 831 4,006,752,783 99,940,837 93,125,304 37,982,853 20,430,651 59,720,690 7,336,332 13,729,842 838,563
Australia 784 | 3961341,200| 98854679 | 92321860 | 37648618 | 20359858 | 59419429 | 7318003 | 13.680241 838,563
New Zealand 295 | 2,851,630676| 75626816 | 71141902 | 29047596 | 17558421 | 48891326 6,581,182 11,765,661 837,011
Puerto Rico and U.S. Possessions, total...... 472 | 3,378,361,025 88,322,768 82,126,135 33,261,173 18,134,818 51,191,327 6,256,252 12,318,540 759,425
Puerto Rico 376 3,165,876,341 85,932,058 79,817,707 32,453,402 17,964,476 50,303,935 6,149,356 12,278,802 759,425
U.S. possessions, total. 176 2,224,709,829 57,140,923 63,122,225 21,840,873 13,854,406 38,474,387 4,798,132 9,213,839 750,789
Country not stated ... 705 | 4,040,803,027 93,582,007 86,850,120 35,566,586 18,749,489 54,806,186 6,682,447 12,615,698 280,281
IC-DISC dividend 33 136,465,568 9,533,888 9,127,404 3,944,417 2,108,694 5,086,635 481,033 1,754,092 -
FSC dividend: 27 241,886,593 11,282,812 10,698,376 4,561,008 3,331,794 7,986,561 1,284,961 1,943,122 98,551
OPEC countries, total (Included above) ....... 418 | 3,610,683,008 84,451,902 78,925,349 32,948,509 19,563,831 56,514,404 7,390,024 12,913,642 - 958,155

Footnotes at end of table.
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RETURNS WITH FORM 1118 FILED IN SUPPORT OF FOREIGN TAX CREDIT CLAIMED

Table 1.—Total Assets, Income, Tax and Credits and Foreign Income, Taxes and Credit, by Selected Country to Which
Foreign Taxes Were Paid—Continued

(All figures are estimates based on samples—money amounts are in thousands of dollars)
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Income and taxes from all

Income and taxes from specific geographic area or country

sources—Continued
m"? and IC-DISC and Foreign tax credit computed Gross income branch and income (less loss)
SCd Before reduction Reduction for
Carryover vi Rents,
for international international Dividend . Service
tions operations icense

an (12) (13) 14 (15) (16) an (18) (19)
All geographic areas, total............cccrearerersrenne 5,364,349 22,260,336 727 93,530,645 25,789,233 14,635,178 18,670,536 11,901,161 6,372,908
Canada 4,798,438 21,255,656 727 13,448,196 4,275,093 3,616,591 1,761,155 957,009 304,472
Latin America, total 4,651,162 20,956,159 727 11,696,986 2,567,420 925,428 5,427,483 533,602 976,717
Mexico 4,382,766 19,985,010 "7 2,508,573 302,032 119,825 1,610,230 198,165 137,439
Central Amefica, 101l ..........ccoorvvrvrrnreserinnns 4,140,285 18,508,175 670 1,475,256 701,420 176,083 113,669 ,468 344,276
Costa Rica 2,253,794 15,046,468 544 74,439 17,502 10,271 11,412 8,884 18,569
G 2,373,667 15,906,517 663 32,205 11,695 3,976 5,576 3,682 1,051
Honduras. 1,873,345 12,868,968 336 200,706 7,585 2,293 4,367 2,005 164,023
Panama (including Canal Zone)... 3,832,279 15,908,906 553 1,134,055 657,622 158,868 83,153 59,847 153,925
Caribbean countries, total .... 4,120,515 18,113,397 673 1,565,500 215,328 58,371 461,672 22,300 289,902
Cayman Istands (British 3,677,519 13,418,135 210 555,877 125,458 5,665 414,149 801 4,163
Dominican Repubiic . 2,075,794 13,590,257 344 61,768 6,514 281 5,338 6,499 37,868
Trinidad and Tobago. 3,583,371 13,705,284 340 640,189 72,706 49,660 12,248 9,686 2,602
South America, total 4,551,544 20,470,789 727 5,958,112 1,348,352 571,133 3,059,542 229,520 204,536
Argentina 4,036,551 18,064,761 702 1,118,111 109,381 19,353 724,399 69,443 27,758
Brazil 4,224,122 18,551,130 708 3,130,819 | 458,976 1,623,371 72,655 32,191
Chile 3,943,242 16,608,101 585 290,700 32,596 4,321 211,291 19,610 6,006
Colombia 3,968,048 16,812,252 572 358,714 103,506 37,683 , 15,219 71,730
Ecuador 3,848,753 15,589,348 562 250,037 161,462 3,455 41,770 11,116 7,087
Peru 4,095,349 16,833,457 547 129,594 7,676 3,858 48,175 7675 4,080

Venezuela 4,190,615 18,314,557 722 546,533 0,486 41,881 301,533 25,862 X
Other Western Hemisphere, total................ 4,489,269 19,195,466 689 3,456,283 1,694,421 186,702 1,556,129 17,920 17,241
The Bahamas 3,773,540 14,406,305 339 1,013,642 117,145 28,114 849,727 6,321 2,154
Nethertands Antilles...............cooeeecrnierercnnernnns 4,012,716 16,967,460 225 1,277,261 1,008,693 133,924 135,241 3,791 2221
Europe, total 4,963,180 21,683,567 727 37,369,261 12,118,835 7,139,991 4,267,646 6,383,548 2,162,857
Common Market countries, total ............c.o...... 4,655,625 21,477,524 727 31,137,421 10,370,281 6,378,729 3,398,554 5,052,018 1,521,507
Belgium 4,208,144 18,914,921 592 2,191,116 909,970 488,260 153,758 274,107 29,887
France (including Andorra)............correcerneeen 4,243,201 19,705,461 727 3,364,266 842,500 687,406 305,492 953,865 121,012
Greece. 2,189,392 15,364,117 544 82,486 3,052 1,080 38,492 14,763 20,900
Ireland 3,799,799 15,501,663 569 206,508 43, 9,915 21,807 71,355 33,731
Htaly (including San Marino).. 4,323,457 19,514,588 592 3,107,587 1,227,311 636,144 218,267 572,714 105,709
Luxembourg 587, ,238,533 208 153,369 55,427 46,245 30,441 3,734 10,096
Netherlands 4,263,470 19,075,828 610 2,460,402 811,572 460,678 123,268 431,385 54,720
Spain 3,934,575 18,208,673 587 920,193 313,574 156,235 90,164 254,723 48,535
United Kingdom 4,525,898 20,862,122 727 11,324,729 3,395,517 1,847,374 2,072,254 1,147,567 639,140
West Germany ... 4,408,175 20,363,440 708 6,631,131 2,627,085 1,919,709 286,210 1,175,000 251,743
Other West European countries, total.. 4,580,264 20,241,943 592 5,162,992 1,746,727 759,189 716,543 1,288,876 166,770
Austria 3,795,970 16,174,023 553 514,460 248,003 104,010 25,758 74,535 6,051
Finland 3,861,381 16,614,739 216 243,606 78,065 40,682 25,352 80,761 3,996
Norway 3,830,994 16,102,761 216 1,306,166 151,684 45,095 163,528 702,180 10,709
Sweden. 4,054,316 17,965,624 591 595,555 158,852 145,496 56,797 166,523 25,797
Switzerland 4,143,799 18,921,756 592 2,284,164 1,066,069 414,072 376,843 249,430 57,323
Turkey 3,896,903 15,702,209 553 133,406 13,424 8,969 43,423 9,013 59,092
East European countries, tofal.............c....c.o.... 3,429,589 14,074,107 223 146,550 1.222 2,047 93,049 36,137 7,064
Africa, total 4,678,331 19,699,388 723 3,409,915 626,437 226,166 210,258 135,184 463,157
North Africa, total .......c...ccoonvvverecriciverernecninnces 3,899,466 15,812,433 364 1,059,956 40,310 26,201 39,917 13,104 45,966
Egypt 3,661,395 14,818,930 364 811,043 37,585 25,23% 17,596 7,923 ,664
Libya 1,547,744 8,827,948 2 104,901 - - 16 123 2,392
East Africa, total ..........coovercrrrmenecneennes 3,508,744 14,053,473 547 121,412 23471 14,894 5,557 3,530 26,541
West and Central African countries, total. 3,672,979 15,268,045 547 1,543,317 224,160 99,202 71,868 10,822 374,031
Gabon 2,082,513 6,801,301 " 32,687 2,298 2,056 7,195 80 6,138
Nigeria 3,462,018 12,673,509 219 355,731 141,985 86,509 17,762 3,450 32,593
Zaire 2,099,640 9,517,506 8 13,818 3,325 3,437 727 2,355 2934
Southern Africa, total 4,205,335 18,250,418 722 675,218 338,374 85,869 84,533 107,635 15,649
South Africa (includes Namibia) 4,012,639 17,767,871 722 626,046 312,246 67,561 81,484 104,637 12,939
Zimbabwe. 596,091 8,249,192 538 29,968 14,159 13,315 242 420 1,323
Asla, total 4,887,279 21,249,358 727 13,833,105 2,840,344 2,142,884 2,199,257 2,980,154 1,045,775
Middle East, total 4,205,156 18,355,316 592 2,010,767 151,322 8,855 144,190 322,167 343,002
lran 3,257,767 11,745,954 342 54,909 — - 38,021 3,002 10,867
Israel 1,925,630 11,179,374 384 151,273 5,624 3.253 60,526 22,881 24,658
Kuwait 1,720,540 10,803,136 342 371,477 82,300 - 2,405 3978 59,721
Qatar 1,638,582 10,336,403 - 11,622 3,154 3333 31 621 897
Saudi Arabia 3,767,603 14,657,147 572 . 50,096 762 12113 276,255 145,094
United Arab Emirates 1,786,253 12,300,267 336 269,218 - - ,858 2,643 91,495
Southern and Southeastern Asia, total . 4,483,768 20,059,780 611 2,857,444 915,982 486,594 423,856 197,421 307,703
India 3,815,327 15,877,898 585 102,060 9,801 6,692 13,328 33,524 27,886
Indonesia 3,914,087 16,136,351 340 1,398,940 570,792 366,918 25,806 16,679 20,905
Malaysi 2,089,463 14,979,605 572 147,660 42,785 16,423 47,766 14,385 12,842
Philippines 4,193,476 18,133,913 572 355,101 80,484 38,299 143,512 33,561 47,990
Singapore 4,005,736 17,860,595 596 646,097 162,860 37,677 152,665 72,951 137,956
Thailand 3,872,619 16,714,182 550 130,285 43,902 17,427 33,867 22,128 6,136
Eastern Asia, total 4,644,902 20,729,480 723 8,983,168 1,754,029 1,647,435 1,578,871 2,460,566 394,875
China 3,845,424 16,087 462 242 84,109 14 — 7,880 42,746 4,635
Hong Kong 4,194,122 17,801,686 592 639,886 260,185 37,982 172,853 52,986 68,423
Japan (Okinawa, RYUKYU)..............ceceuncennns 4,651,947 20,524,913 723 7,555,946 1,356,946 1,562,754 1,175,881 2,260,312 214,293
South Korea 4,049,380 17,512,044 686 405,903 59,316 28,352 182,235 60,708 46,392
Taiwan 4,001,195 17,632,672 607 289,939 ,532 18,347 37,383 41,081 61,132
Oceanta, totat 4,525,847 20,432,708 727 2,146,048 459,083 348,012 368,129 41,5717 150,521
Australia 4,516,278 20,361,889 704 1,893,059 404,158 300,615 316,079 371,536 122,113
New Zealand 3,976,676 17,560,460 mm 226,412 48,428 47,300 50,636 49,144 11,520
Puerto Rico and U.S. Possessions, total...... 4,177,760 18,136,718 5§72 2,134,193 612,002 38,004 161,165 85,730 136,266
Puerto Rico 4,149,669 17,966,375 572 1,844,261 529,075 30,424 112,411 69,797 75,728

Us. p ions, total 3,793,340 13,855,742 8 289,932 82,928 7,580 48,754 15,933 ,
Country not stated ........... S eresnesnnaeans 2,970,654 18,751,454 592 5,497,027 157,196 10,083 2,719,313 386,435 1,115,804
IC-DISC divid 37,807 2,108,812 118 114,072 113,412 660 - - -
FSC dividends 528,004 3,333,329 208 325,556 324,897 659 - - -
OPEC countries, total (included above)....... | 4,546,342 19,565,886 727 4,318,638 1,082,573 504,914 480,564 344,453 438,844

Footnotes at end of table.
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RETURNS WITH FORM 1118 FILED IN SUPPORT OF FOREIGN TAX CREDIT CLAIMED

Table 1.—Total Assets, Income, Tax and Credits and Foreign Income, Taxes and Credit, by Selected Country to Which
Foreign Taxes Were Paid—Continued

(All figures are estimates based on samples—money amounts are in thousands of dollars)

Income and taxes from specific geographic area or country—Continued

Gross incoms excludi ngbranchoparaﬂons

il and gas extraction gross income (less loss)

specially allocable income (less )—Cominuod
and lc-DlsC and Y
e Fi From sale Dividends Ilr"\gome of
Net capial Partnership Other Tota! ction of of bosingss trom Controlled Partnership
gain income income oil or gas assets corpoms Foreign income
(20) 1) 22 3 (24) 25) (26) @n (28)
All geographic areas, total 3,900,464 120,416 12,140,747 18,093,774 10,909,143 237,186 6,827,128 123,828 -3,51
Canada 435,120 8,266 2,090,491 - 3,162,214 650,088 499 2,511,575 52 -
Latin America, total 30,051 26,482 1,209,803 1,071,883 919,239 -5,931 49,484 9,091 -
Mexico -4,145 -6,685 151,71 - - - - - -
Central America, total..........cooocecnmnnccnnccnnnne 350 1,078 57,911 9,409 49 20 249 9,091 -
Rica 721 4] 7,073 - — - - - -
Guatemala — — 6,225 212 193 20 - - -
Honduras. 96 — 20,247 - — - - — -
Panama (including Canal Zone).. -901 1,078 20,464 9,196 -143 - 249 8,091 —
Caribbean countries, tota ... 20,406 10 487,509 628,304 507,947 — 120,357 - -
Cayman Islands (British) -9,452 - 15,092 - - - - - -
Dominican Republic . 341 — 4,926 — —_ —_ - - -
Trinidad and Tobago. 29,566 10 463,711 628,304 507,947 — 120,357 - -
South America, total .. 13,439 32,079 499,511 434,170 411,242 -5,950 28,878 — -
Argentina 2,780 179 164,818 185,383 187,933 -2,550 - - —
Brazil 8,730 5611 73,250 57 57 — - — -
Chile 294 2,547 14,035 -3 -3 — — -
Cotombia -97 4 47,721 178,806 153,323 -3,396 28,878 - -
Ecuador 1,293 — 23,855 73,043 X - - — -
Peru 100 3.107 54,924 1 1 - - - —
Venezuela 337 20,631 31,770 -9,306 -9,306 — — - -
Other Western Hemisphere, total... -3,463 9 -12,676 23,560 23,560 - - - -
The Bahamas -583 — 10,763 — - - — — —_
Netherlands ARHIES..........c.oonecereerercerierarsernnns 311 - -6,920 23,517 23,517 - - - -
Europe, total 1,805,811 33,996 3,456,378 7,075,540 3,752,421 —-4,567 3,220,191 114,685 -7,190
Common Market countries, total ..................... 1,698,238 36,064 2,682,030 4,733,408 1,472,874 -4534 3,150,922 114,685 -539
Belgium 5,706 289 141;129
France (including Andorra)...........cc.cccounnnn.. 290,816 13,154 150,021 9,909 —~436 — 10,346 - —
Greece, -1,621 347 5,472 — — - - - -
treland 10,318 — 15,939 ~21 -59 -2 40 - -
ltaly (including San Marino).. 295,021 698 51,724 33 33 - - - -
Luxembourg 199 - 7,227 — — - — - -
Netherlands 59,327 1,636 517,817 784,176 332,918 1,038 450,220 —_ —
Spain X 986 22,321 60,421 60,523 -102 - — -
United Kingdom 569.323 7,459 1,646,095 3,420,040 999,987 -5553 2,311,460 114,685 -539
West Germany ... 377,555 12,072 81,758 363,062 -15,892 98 378,857 — —
Other West European countries, total.. 104,425 -2,069 382,529 2,341,807 2,279,222 -33 69,269 - —6,651
Austria 48,831 - 7272 69, — - 69,269 —
Finland 677 - 14,073 — — - - - -
Norway 3,075 -2,703 232,598 2,270,473 2,273,363 -186 - - -2,703
Sweden, 11,230 4,406 26,454 - - - - -
Switzerland 40,362 177 79,890 — - - - - -
Turl 283 -3.948 3,149 2,054 5,848 153 - - -3,948
East European countries, total...............ccceevnn 678 - 6,353 324 324 — - - -
Africa, total 536,861 150 1,211,701 2,747,743 2,292,325 248,161 211,570 - -4,313
North Africa, total .........c.ooocnnivcnermccrncnenne -3,786 -4412 902, 729,072 734915 -1,460 - — -4,383
Egypt -1,098 -39 694,174 679,208 680,460 -1,252 - - —
Libya — " 102,359 52,407 52,407 - - - -
East Africa, total 24,488 1,345 21,587 700 700 - -
West and Central African countries, total. ,355 1,948 275,930 2,017,972 1,556,711 249,621 211,570 - 70
Gabon 90 1,880 12,950 12,888 12,888 — — - -
Nigeria 1 - 73,431 602,311 414,476 - 187,835 - -
Zaire 250 — 790 40,696 40,696 — - -
Southern Africa, total ... 30,805 1,269 11,084 4] M - - - -
South Africa (inctudes Namibia) . 30,256 1,269 15,654 " " - - - -
Zimbabwe - -39 — — — — — —
Asla, total . 40,994 1,789,158 2,756,353 2,015,485 -479 733,452 - 7,894
Middle East, total...........overererenscirernrecrieennn 310,555 28,785 701,891 993,311 984,902 43 6,487 - 1,879
Iran 1" —_ 3,008 -589 -589 - - - -
Israel 26,801 197 7,334 — — — - - -
Kuwait - 223,072 213,450 213,450 — — — -
Qatar - - 3,587 6,487 — — 6,487 - -
Saudi Arabia 16,206 25,928 258,809 236,229 236,229 - - — -
United Arab Emirates -78 253 166,046 525,225 525,182 43 — - —
Southern and Southeastern Asia, total 1,859 2,179 521,848 1,757,262 1,025,163 -881 726,965 - .6,015
India 4,930 303 5,507 -2 -2 — — - —
Indonesia -1,212 6,015 393,037 1,361,484 628,976 -4n 726,965 - 6,015
Mat, -468 — 13,927 378,926 378,926 - - - -
Phifippines -220 —246 11,723 2,325 2,325 — — - -
Singapore -1,024 -3,155 86,167 -888 -479 -410 - - -
Thailand 41 =277 7,063 -4,208 -4,208 — - - -
Eastern Asia, total 581,914 10,030 556,449 5,780 5,420 360 - - —
China 1,827 .25 26,983 -44 -44 - - - —
. Hong Kong -678 14 58,121 — - - - - -
Japan (Okinawa, Ryukyu)............o.viemcrnnee 580,456 9,819 . 5,790 5,431 360 - - -
South Korea 533 7 28,196 34 - - — —
Taiwan -223 — 43,687 — - - - - -
o ‘ 120,942 3,469 274,313 1,254,459 1,254,620 -259 - - 98
Australia 108,605 3,237 266,715 1,254,462 1,254,623 -259 - - 98
New Zealand 12,337 233 6,815 -3 -3 — - -
Puerto Rico and U.S. Possesslons, total...... 17,321 669 1,083,036 107 278 -7 - - -
Puerto Rico.. 2,883 -695 1,024,642 107 278 -7 —_ - -
us. p ions, total 14,437 1,364 58,394 — -
gun 63,271 6,380 1,038,544 1,916 1,128 -67 8s5 - -
FSC dividends - - - - — - - - -
OPEC countries, total (Included above)........ 16,649 50,335 1,400,305 3,069,247 2,148,761 -434 921,207 - 1,632

Footnotes at end of table.
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RETURNS WITH FORM 1118 FILED IN SUPPORT OF FOREIGN TAX CREDIT CLAIMED

Table 1.—Total Assets, Income, Tax and Credits and Foreign Income, Taxes and Credit, by Selected Country to Which

Foreign Taxes Were Paid—Continued

(All figures are estimates based on samples—money amounts are in thousands of dollars)

Income and taxes from specific geographic area or country—Continued
Deductions other than from branch and income
of income not allocable to ific of income
and IG-DISC and Deductions allocable to specific types Deductions specific types
Psc dividends Rontal, royalty, and
Total licensing expenses
Total Service Other Total Research and Interest General and
Depreciation, expenses deductions development administrative
depletion and Other
amortization
(29) (30) @1 (32 (33) 34 (35) (36) £ (38)
All geographic areas, total 39,118,710 | 23,757,954 318,003 973,931 2,877,092 19,588,927 | 15,360,756 83,188 5,307,304 1,926,676
Ca 4,060,050 ,807,308 15,708 49,947 114,018 2,627,635 1,252,741 7,849 53,547 197,892
Latin America, total 6,799,751 3,031,212 ,960 44,065 X 2,535,619 3,768,540 12,016 1,849,849 310,151
Mexico 1,606,580 491,965 28,850 27,462 73,101 362,553 1,114,614 1,002 712,358 78,
Central Amefica, total ..............oocovvovrrreeresiese. 689,040 552,947 51 1,699 3,194 548,003 136,093 1,278 59,659 23,733
Rica 45912 35,771 14 81 49 35,629 10,140 613 4,996 1,831
Gt 14,872 10,025 2 n 169 9,783 4,847 125 1,804 1,276
Hondura! 246,251 242,857 13 87 1,349 241,409 3,394 13 793 1,838
Panama (including Canal Zone).. 358,239 247,234 23 1,413 1,476 244,323 111,005 518 51,643 18,222
Caribbean countries, total ... ,629 726,827 12,175 1, 232,006 480,990 238,802 3,761 81,901 27,177
Cayman Islands (British, 267,944 82,647 158 243 5,569 76,677 185,297 3,661 77,414 11,078
Dominican Republic . 546 25,981 394 m 9,108 16,368 9,565 22 1, 1,326
Trinidad and Tobago. 392,842 374,575 11,256 429 1,521 361,369 18,267 () 2,679 13,580
South America, total ..... 3,391,759 1,238,973 , 13,206 72,215 1,123,667 2,152,786 5970 949,739 177,709
Argentina 707,357 242,876 517 2,345 21,309 218,705 464,481 426 309,165 122
Brazil 1,512,429 318,368 480 4,703 16,250 206,954 1,194,060 , 4,335 422533 82,636
Chile 191,242 61,851 32 755 958 60,105 129,391 289 63,334 11,614
Colombia 239,720 177,422 1,683 965 13,635 161,139 62,299 435 22,798 10,616
Ecuador 195,906 166,987 38 466 777 165,706 28,919 33 11,103 3,188
Peru 93,628 54,630 27,031 692 346 26,561 ,998 82 15,028 6,228
Venezuel 350,041 132,958 76 2,876 18,588 111,418 217,084 345 101,044 24,825
Other Western Hemisphere, total................ 1,488,163 506,111 10,387 7,189 11,170 477,384 982,053 2,100 400,853 72,558
The Bahamas 571,226 91,883 958 871 258 89,795 479,343 324 148,562 38,209
Netherlands Antiles................ueurrnrureerveernnnes 408,248 143,053 1,874 6,237 2,820 132,122 265,195 1,083 70,074 19,142
pe, total 12,511,998 8,327,020 114,650 638,727 1,034,835 6,538,708 4,184,978 42,826 1,081,645 768,672
Common Market countries, total ..................... 9,642,244 6,228,152 39,594 336,235 509,466 5,342,857 3,414,092 39,439 55,184 672,310
Belgium 672,145 ,352 1,100 7,400 21,068 410,784 231,793 6,236 58,994 62,520
France (including Andorra)....................... 1,106,883 717,852 6,617 81,342 56,397 573,497 389,031 6171 87,794 98,812
Greece. 64,910 27,660 84 1,463 6,142 19,971 37,250 49 19,955 475
freland 69,704 41,326 1 2,265 6,764 32,287 28,378 2,526 5,998 7,555
ltaly (including San Marino)..................... 691,409 466,261 4,134 17,221 50,344 394,562 225,148 1,735 77,923 34,984
Luxembourg 47,971 11,236 — 31 2,042 9,163 36,735 814 16,705 4,755
Netherlands 630,630 468,609 5,955 69,288 22,482 370,885 162,021 5,535 34,474 30,790
Spain 516,190 173,460 582 10,501 10,723 151,654 342,729 602 80,049 39,853
United Kingdom 4,120,846 2,772,988 17,863 84,278 235319 2,435,528 1,356, 7,526 ,208 248,598
West Germany... 1,434,023 893,369 2,883 52,491 95,426 742,568 540,655 7,949 83,493 134,982
Other West Eurapean countries, tota.. . 1,863,673 1,381,162 75,042 301,320 89,882 914918 482,512 3,385 84,223 83,654
Austria 80,844 54,633 1,014 1,031 11,470 41,119 26,211 125 8,521 4,840
Finland. 77,409 49,380 589 5114 2,423 41,254 28,029 96 10,585 9,368
Norway 669,309 628,784 56,572 284,007 283 287,922 40,526 140 8,608 6,051
Sweden. 188,768 125,583 16,298 6,318 6,638 96,329 63,185 435 14,999 11,129
Switzerland 712,923 432,928 499 4517 22,689 405,225 279,993 2,136 29,248 45,557
Turkey 104,755 72,774 30 91 46,319 26,334 31,981 240 4,931 3,140
East European countries, total......................... 82,263 34,277 14 1,135 5,420 27,706 47,986 1 22,406 2,447
Africa, total 1,501,962 1,235,666 1,856 9,495 272,303 952,011 266,297 1,255 69,422 51,987
North Africa, 1018l .........ocoeerrrerrvveerererrrsseresireens ,801 522,142 424 2,765 30,237 488,716 87,759 64 11,145 21,229
Egypt 469,526 391,251 39 19,091 371,564 78,275 7 5,745 19,957
i 70,508 70,461 O 2 636 47 - " 2
, total . 66,571 ! () 115 25,714 24,176 16,567 76 5,443 2,373
West and Central 649,274 592,288 1,004 470 207,959 i 986 111 21,571 12,815
Gabon 38,127 37,324 - 3 5.8 31,423 " 1 517
Nigeria 100,619 80,097 2 158 21,588 58,349 20,522 22 6970 4,340
Zaire 3, 2,801 2 196 1,658 946 1,065 21 290 237
173,261 70,319 428 6,142 8,340 56,409 102,943 1,003 29,982 15,546
South Africa (includes Namibia) 159,518 63,900 180 5,287 6,063 52,369 95,618 960 27,624 14,480
Zimbabwe. 5,707 3,270 - 216 1,188 1,865 2,437 43 298
Asia, total 5,732,526 3,661,091 51,341 123,056 484,064 3,002,629 2,071,435 9,011 566,635 282,314
Middle East, total 1,332,883 1,197,178 2,775 4,482 160,352 1,029,568 135,706 106 22,784 17,861
Iran 87,563 77,724 259 352 7111 9,840 () 354 250
Israel 76,069 22,144 230 2375 7,009 12,531 53,924 4,227 1,666
Kuwait 360,686 354,527 29 0 55,120 299,158 6,158 0 3,864 1,764
Qatar 2,897 2,529 21 -1 93 2416 368 ) 3 9
Saudi Arabia 492,598 474,176 2,448 974 89,261 381,492 18,422 6 4,907 2,935
United Arab Emirates 251,525 235,851 14 92 3,349 232,395 15,675 () 2,538 7872
Southern and Southeastern Asia, total ............ 1,320,965 978,376 37,429 29,406 185,793 725,747 342,589 1,873 146,248 76,910
India 36,733 18,317 -112 1,663 7.314 9,452 18,416 78 5,790 2,502
Indonesia 549,386 509,797 14,894 10,106 7,144 477,653 39,589 368 19,342 9,253
Malaysi 61,665 49,584 47 837 ,246 12,081 186 4,104 3,125
Philippines 179,772 77,790 5,322 4,016 10,550 57,903 101,982 205 33,081 19,298
Singapore 383,306 233,953 17,261 12,446 108,642 95,604 149,353 934 75,870 38,443
Thailand 44,879 28,340 3 422 3,544 24,370 16,540 100 6,489 3,279
Eastern Asia, total 3,032,276 1,479,106 1,137 89,120 137,824 1,241,026 1,553,170 7,032 ,330 187,275
China 81,079 67,864 5779 9,802 3237 046 13,215 n 6,161 1,
Hong Kong 261,280 122,242 259 5,672 13,869 102,442 139,038 315 70,271 22,952
Japan (Okinawa, Ryukyu).................orvvvnenees 2,368,644 1,123,070 4,806 67,034 72,854 978,376 1,245,574 6,450 250,597 146,834
South Korea 215,486 104,779 173 4,684 21,713 78,208 110,707 129 36,216 8,008
Taiwan 103,437 \ 118 1,698 26,150 32,538 42,932 66 15,780 7,479
Oceania, total 894,898 611,218 18,519 ,838 37,158 524,700 283,682 5,588 82,208 61,288
Australia 792918 542,878 18,322 28,514 19,305 476,738 250,040 5392 69,565 ,800
New Zealand 80,485 49,132 169 2313 1,083 45,567 31,353 195 11,966 5,440
Puerto Rico and U.S. Possessions, total...... | 1,919,717 1,593,305 4,024 3,492 80,628 1,505,162 326,412 561 40,190 768,775
Puerto Rico 1,701,381 1,443,721 2,591 1,614 29,773 1,409,743 257,660 560 17,401 69,724
U.S. possessions, total 218,336 149,584 1,432 1,878 \ 95,419 68,752 1 22,790 7,051
Country not stated 3,980,735 1,761,660 30,577 67,121 482,248 1,201,714 2,219,075 2,183 962,944 105,024
IC-DISC dividends 82,178 78,526 - - - 78,526 3,652 - 1
FSC dividend 148,725 144,838 - — — 144,838 1.887 T o7 1
OPEC countries, total (Included sbove)....... | 2,527,634 2,153,344 17,529 15,254 209,109 1,811,452 374,290 774 154,207 55,818

Footnotes at end of table.
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RETURNS WITH FORM 1118 FILED IN SUPPORT OF FOREIGN TAX CREDIT CLAIMED

Table 1.—Total Assets, Income, Tax and Credits and Forei

Foreign Taxes Were Paid—Continued

(All figures are estimates based on samples—money amounts are in thousands of dollars)

gn Income, Taxes and Credit, by Selected Country to Which

Income and taxss from specific geographic area or country—Continued

Deductions from oil and gas extraction income

Taxable income (less lass) before loss recapture

c«m;ymlc-olscw
SC dividends

Other than
Allocable to Not e Foreign o from branch
Total specifc types 0 spacifi Total beanch e and specially
883(B)) allocable income
(39) (40) [33)] “@?) (43) (44) (45)

All geographic areas, total.......... reeerannn rassnnees 6,086,517 6,011,916 74,601 65,809,314 9,496,597 1,900,781 54,411,935
Canada 440,164 438,536 1,628 10,508,330 515,851 604,332 9,388,147
Latin , total 730,473 728:189 2,284 6:053,384 1,077,113 79,035 4,897,235

Mexico 10 10 — 1,040,659 102,078 36,587 901,994
Central America, total.........cccoeeeeomeevemeccrenenne 6,600 4,423 2,176 837,5?; 47,% ?ig 7222?
Costa Rica — — — 30,8 . 8
Gt 4,423 4,423 - 29,158 11,572 253 17,332
Honduras. 4] M - -40,589 4,709 248 ~ 45,546
Panama (including Cana!l Zone). 2,176 — 2,176 791,151 14,266 1,068 775,816
Caribbean countries, total ... 392,351 392,351 M 729,271 137,189 23; ; ggg.gg
Cayman Islands (British).. - — — 394,369 106,160 B
Dominican Repu(b?io ) 4 4 - 48,711 22,129 360 26,222
Trinidad and Tobago. 392,295 392,295 ¢ 230,827 -17,560 1,040 247,348
. . 2,566
e oo | | cEm | 2R o e
Braz 568 568 - 1,877,202 341,865 16,947 1,618,380
Chile 8 8 — 157,858 57,138 1,262 99,458
Colombia 152,746 152,641 105 133,755 12,127 2,635 118,994
Ecuador 71,385 71,383 2 662;8 1g453; }% gg;gg
Peru 6,508 6,508 - 44, | » 3
Venezuela 5,226 5,226 6] 217,690 13,458 7.741 196,491
Other Westemaan Hemisphere, total................ 9,887 8,632 1,254 2,:?:9,3% %?7,33:; 1':3; 1,?&82,1::
The Bahamas 1,800 1,800 — | g 8
Netherlands ARtilles...........couoverrnenrcnninncnne 8,087 6,832 1,254 898,583 30,085 -515 869,013
Europe, total 1,873,492 1,815,191 58,301 29,137,183 3,810,223 469,697 24,857,263
Commeon Market.countries,-total- 808,234 765,909 42,325 —— 24,497,724 2,629,382 373,164 —— 21495178
Belgium — — — 2,070,346 524,643 26,731 1,518,972
France (including Andorma)...........cccoeeueenee. 4,554 4,551 3 2,6:138,233 ::23(7)183 Sgggg 2.2?;.2?2
Greece. 3 3 —_ . 10, 8 v
lretand 43t 431 195,803 37,706 21,294 136,
italy {including San Marina). 3,202 3,202 " 2,651,033 21 ; .é% 23,2;2 2:(1)2;&73
Luxembourg — — — 108,437 | ,
Netherlands 90,975 74,650 16,325 2,035,199 170.4?2 34;2(552 1 2023&‘;3
Spain 72,017 71,983 34 516,370 105,1 R 1
United Kingdom ... 483,796 457,880 (1) 8,262,828 916,230 151,715 7,194,883
West Germany...... 18,234 18,234 5,427,868 168,001 62,759 5,197,108
Other West European countries, total. 1,063,150 1,047,174 15,976 4.569,36; 12:23{73 Sgé;g 3%.2:2
Austria -22 - - 453,61 ,983" 8 |
Finland. 40 40 — 167,245 230 818 166,197
Norway 1,051,434 1,035,459 15,976 1,791,163 1,152,744 1,563 636,856
Sweden 80 . 80 - 423,410 9,596 7,027 406,787
Switzerland — - - 1,548,905 -62,527 40,192 1,571,241
Turkey 11,468 11,468 - 85,732 56,641 - 440 28,651
East European countries, total......................... 2,108 2,108 b 56,540 -9,548 1,800 64,287
Africa, total 793,202 791,325 1,877 2,745,252 826,959 10,341 1,907,952
North Africa, total ...........cocccrmrnrrornrerennnnienienes 463,876 462,970 906 478,679 26,753 1,870 450,055
g L I - = e g g
East Africa, total 14,851 14,851 - 62,291 7.263 187 54,841
West and Central African countries, total 314,210 313,239 a7 1,565,479 669,;12; 1.6?‘9) 892%3
Gabon 0,986 0,986 — -3,593 1, =35
Nigeria 71,352 71,053 299 577,634 32; 141 1 38g 253.;5
Zaire 32,267 32,238 29 22,252 12, ,
Southern Africa, total 265 265 - 630,905 121,256 7,692 501,957
South Africa (includes Namibia) .. 144 1;3 — 6(1);33{; 1338:2 6,93; 422,2%
Zimbabwe 29 - \ -8, S
Asla, total 1,211,033 1,201,860 9,172 10,353,630 1,952,983 200,067 8,200,580
Middle East, total 540,528 533,474 7.054 767,093 80,481 8,7§g 6;;285
Iran 2,959 2,958 - —-24,760 7,125 7 -32,
Israel R " - 107,341 20,372 2,765 75,204
Kuwait 213,494 213,494 - 3(5)32 }gggg 1?19) 13;2;
Qatar 1,418 1,418 — -5, -13, X
Saudi Arabia 29,791 29,780 %) 222,740 -74,747 4,821 X
United Arab Emirates ...........cccoveeeueruvcecrens 242,444 235,390 7.054 212,395 194,644 59 17,692
Southern and Southeastern Asia, total ............ 635,971 633,852 2119 2,961,321 1328?2(2) 3?;9‘.733 15223;2
India 1,457 1,457 - 87, A E X
Indonesia 372,008 369,890 2,119 1,671,473 819,419 2.4£ 849,554
Malaysi 246,956 246,956 - 315,962 226,271 3,6 85,995
Philippines 3,154 . 3,154 — 221,739 43,176 3.233 175,329
Singapore 1,699 1,699 - 479,880 189,601 27,487 262,791
Thaitand. 2,439 2,439 - 137,343 50,948 988 85,406
Eastern Asia, total 34,533 34,533 " 6,576,778 469,911 155,975 5,950,892
China 25,396 25,396 " -23,430 -31,613 153 3,030
Hong Kong - — — 590,275 197,424 14,245 378,606
Japan (Okinawa, Ryukyu).........c..co.coueericnrenn 8,940 8,940 (:) 5,669,802 366.27; 118.228 5,} 3(7)302
South Korea 54 54 ) 289,295 89,59 ,281 41
Taiwan 133 133 - 226,321 29,170 10,648 186,503
Oceanla, total 968,689 968,653 37 1,801,435 512,112 38,175 1,251,148
Australia 965,136 965,099 37 1,641,862 506,955 34,766 1,100,141
New Zealand 3,292 3,292 - 160,321 9,800 4,595 145,927
Puerto Rico and U.S. Possessions, total...... 47,027 47,027 - 567,724 1625,232 1187;,10)26 2142,;'{“6)
Puerto Rico 47,027 47,027 - 442,533 127, ,021 142,
U.S. possessions, total.. - - - 125,191 37,780 15,815 71,596
12,551 12,503 48 2,082,669 256,560 309,818 1,516,292
1IC-DISC divi - - - 31,893 - - 31,893
FSC dividend: - - - 178,831 - -_ 178,831
OPEC countries, total (included above)....... 1,054,185 1,043,807 10,358 3,150,479 1,340,623 18,853 1,791,003

Footnotes at end of table.
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RETURNS WITH FORM 1118 FILED IN SUPPORT OF FOREIGN TAX CREDIT CLAIMED

Table 1.—Total Assets, Income, Tax and Credits and Foreign Income, Taxes and Credit, by Selected Country to Which

Foreign Taxes Were Paid—Continued

(All figures are estimates based on samples—money amounts are in thousands of dollars)

Income and taxes from specific geographic area or country—Continued
Foreign taxss paid or accrued and deemed paid before reduction
Country and IC-DISC and Pald or accrued
'SC dividends
Taxes withheld at source on Other taxes paid or accrued on
Total Deemed paid
Rents, . N
Total Dividends Interest royailes and Branch Servico Partnership (ther
(468} “n 49) (49) (50) (51) (52) (59 (54) (55)

All geographic aress, total 23,103,062 8,467,889 2,329,825 756,804 808,655 3,273,582 152,670 41,785 1,104,564 14,835,173
Canada 4,859,174 1,042,583 568,7! 53,736 73,718 178,168 12,308 2,982 152,918 3,616,591
Latin America, total 2,604,118 1,678,690 613,568 542,786 81,017 267,952 34,837 21,479 117,048 925,428

Mexico 544,635 424,810 162,303 131,661 36,723 67,692 14,365 1,378 10,685 119,825
Central America, total.........co.ooorveemvrrrenerrnienn. 218,308 42,225 14,966 1,238 4,057 16,836 4,039 488 601 176,083
Costa Rica 14,149 3,878 520 94 1,333 1,148 341 - 443 10,271
Guatemala 11,018 7.042 1,448 88 769 4,633 189 - 16 3976
Honduras. 8,077 5,784 1,102 28 -23 1,316 33711 - -10 2,293
Panama (including Canal Zone).. . 175,352 16,484 11,586 652 1,782 2,248 132 488 -414 158,868
Caribbean countries, total .... 179,887 121,515 8,614 2,387 1,653 23710 892 - 84,259 58,371
Cayman Islands (British) 5674 9 2 - 6 - - - - 5,665
Dominican Republic .. 17,827 17,546 81 101 879 9,350 141 - 6,994 281
Trinidad and Tobago.. 145,494 95,835 8,325 2,179 436 7,767 249 - 76,879 49,660
South America, total 1,656,831 1,085,698 427,684 404,007 38,584 158,766 15,542 19,613 21,502 571,133
Argentina 164,876 145,623 26,089 61,977 15,465 30,548 2,050 67 9,328 19,353
Brazil 1,228,595 769,619 362,496 329,186 6,558 54,389 5,668 3,045 8278 458,976
Chile 28,945 24,624 4,437 1,709 5,732 11,274 1,221 105 147 4321
Colombia 85,708 48,025 13,880 797 2,404 25,655 241 - 2,877 37,683
Ecuador 28,679 25,224 5,346 659 2,946 16,830 744 — -1,301 3455
Peru 22,244 18,386 3,392 480 1,808 10,304 63 1,746 592 3,858
Venezuela 85,574 43,693 11,832 9,053 2183 1,278 3,358 14,650 1,339 41,881
Other Western Hemisphere, total........... 210,926 24,224 4,825 4,449 19 3,858 389 - 10,684 186,702
The Bahamas 28,546 432 98 22 - — " - 312 28,114
Netherlands Antilles... 152,925 19,001 4,691 458 - 3,485 - - 10,368 133.924
Europe, total 9,876,654 2,736,666 857,435 54,872 324,335 1,177,479 21,671 8,805 292,069 7,139,988
Common Market countries, total .. 8,199,740 1,821,013 694,270 24,149 119,567 665,109 18,916 8,805 290,196 6,378,726
Belgium 634,485 146,225 54,033 2,247 463 87,967 500 - 1,016 488,260
France (including Andorra)... 811,160 123,754 38,744 784 35,799 36,445 1,741 5,484 4,756 687,406
Greece. 13,03t 11,951 1,239 229 566 9,784 28 684 40 1,080
Iretand 15,723 5,808 167 42 18 5,572 6 — 3 9915

ltaly (including San Marino)......................... 769,451 133,307 33,416 6,730 47,459 43,564 732 " 1,416 636,144
Luxembourg 50,399 4,153 3,009 — — 1,061 83 - — 46,245
Netherlands 622,312 161,634 39,651 872 78 34,240 150 — 86,643 460,678
Spain 296,609 140,374 54,612 3,002 25,438 36,161 6,252 783 14,126 156,235
United Kingdom . 2,551,776 704,404 200,594 6,457 1,789 336,887 8,764 1,536 148,378 1,847,372
West Germany.... 2,243,719 324,010 255,036 3,678 3,835 50,209 6 937 9,768 1,919,709
Other West European countries, total.. 1,671,609 912,420 163,030 30,723 203,302 511,163 2,742 - 1,461 759,188
Austria 116,736 12,726 9,352 — 144 2,976 137 - 17 104,010
Finland 44,399 3717 3,710 — 4 — — — 3 40,682
Norway 777,627 732,533 59,318 29,690 201,523 442,000 - 2 45,094
Sweden. 157,622 12,126 9,071 2 18 3,033 M - 1 145,496
Switzerland 518,342 104,269 81,473 566 618 19,752 565 - 1,295 414,072

Tu 51,093 42,124 49 184 872 39,027 1,948 - 43 8,969

East European countries, total........................ 5213 3,167 135 - 1,447 1,160 14 - 412 2,047
Africa, total 832,862 606,698 35,384 779 16,367 347,389 30,581 62 176,137 226,163
North Africa, total ... 207,443 181,242 258 30 3,567 39,345 1,234 8 136,800 26,201
Egypt 171,998 146,759 - - 401 9,611 51 - 136,697 25,239
Libya 24,778 24,778 — — — 24,770 - 8 — -
East Africa, total 23,687 8,793 2,254 29 665 5,112 440 — 293 14,894
West and Central African countries, total......... 442,738 343,537 4,765 524 1,398 269,066 28,861 35 38,887 99,202
Gabon 7426 5,370 414 — — 2,314 — - 2,643 2,056
Nigeria 260,021 173,512 2,683 an 144 162,735 505 - 7,034 86,509
Zaire 13,293 9,856 654 — 721 8,426 54 - — 3.437
Southern Africa, totat 156,926 71,060 28,102 195 10,733 31,815 39 19 157 85,867
South Africa (includes Namibia) 132,279 64,720 23,936 195 10,478 29,897 39 19 157 67,559
Zimbabwe. 18,303 4,989 3,019 4] 51 1,918 - - " 13,315
Asia, total 3,934,627 | 1,791,742 192,560 50,239 267,607 950,064 43,534 6,710 280,837 2,142,884
Middle East, total..........cc..oovrrrromreieeicnn 368,434 359,578 4,283 4,189 13,965 147,464 25,653 5,046 158,977 8,855
Iran 1,469 1,469 - - 1, - 7 - 18 —
Israel 26,406 23,153 1,193 3,740 3,844 6,520 217 12 7.628 3,253
Kuwait 6,074 6,074 - - 775 5,160 140 - - —
Qatar 3431 98 - - - 97 1 - - 3333
Saudi Arabia 143,445 142,683 3,019 33 2,068 17,657 7.010 4911 107,985 762
United Arab Emirates..................... 169,970 169,970 — — — 109,492 18,005 - 42,472 -
Southern and Southeastern Asia, total ., . 1,317,196 830,602 39,804 29,919 34,644 611,700 8,508 242 105,785 486,594
India 47,724 41,033 2,776 165 6,421 27,991 902 - 2,776 6,692
Indonesia 938,146 571,228 16,445 17,917 2,786 432,117 1,561 242 100,161 366,918
Mataysi 115,772 99,350 262 1,420 2,499 93,656 1,229 — 284 16,423
Philippines 86,565 48,266 10,795 7,102 5,009 22,963 825 - 1571 38,299
Singapore 67,963 30,286 363 1,565 13,673 11,719 2,646 1 318 37,677
Thailand 38,219 20,793 8,901 1,710 4,204 4,339 965 — 674 17,427
Eastern Asia, 10al........cc.cooocovevvovvecrvernrrnssnnrnnns 2,248,664 601,229 148,474 16,108 219,088 190,590 9,373 1,422 16,175 1,647,435
China 7.402 7,402 - 3 4,685 664 621 - 1,428 -
Hong Kong 48,935 10,953 606 2,138 1,034 6,647 61 - 466 37,982
Japan (Okinawa, Ryukyu)... . 2,070,805 508,052 124,245 13,084 202,067 148,661 6,782 1,422 11,791 1,562,754
South Korea 64,702 36,349 3,784 365 ,224 23,899 370 - 1,707 28,352
Taiwan 56,539 38,192 19,839 518 4,835 10,679 1,539 - 783 18,347
Oceanla, total 733,328 385,316 43,783 20,560 30,026 269,905 375 493 20,164 348,012
Australia 668,757 368,142 37,891 19,534 24,828 264,996 324 446 20,122 300,615
New Zealand 64,314 17,014 5,893 1,022 5,105 4,876 3 47 4 47,300
Puerto Rico and U.S. Possessions, total...... 189,586 151,582 12,337 2,793 5,831 70,585 6,871 654 52,510 38,004
Puerto Rico 155,295 124,871 9,834 2,782 5,521 55171 3378 - 48,185 30,424
U.S. possessions, total. .. 34,291 26,711 2,504 1 310 15414 3493 654 4,325 7,580
Country not stated . 60,341 50,258 1,039 26,591 9,643 8,182 2,102 599 2,102 10,083
IC-DISC dividend 669 9 9 - - - - - - 660
FSC diy 781 122 122 - - — — o - 659
OPEC countries, total (included above)....... 1,669,754 1,164,840 39,739 28,074 12,345 772,499 32,022 19,810 260,351 504,914

Footnotes at end of table.
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RETURNS WITH FORM 1118 FILED IN SUPPORT OF FOREIGN TAX CREDIT CLAIMED
Table 1.—Total Assets, Income, Tax and Credits and Foreign Income, Taxes and Credit, by Selected Country to Which

Foreign Taxes Were Paid—Continued

(All figures are estimates based on samples—money amounts are in thousands of dollars)

Country and IC-DISC and FSC dividends

Income and taxes from specific geographic area or country—Continued

Income and taxes of related foreign corporations

Dividends paid or Dividends constructively Taxes deemed paid by
distributed to on
to domestic corporations corporations y
(56) () (58)
All geographic areas, total 22,444,085 3,132,133 1,218,183
Canada 4,108,744 127,158 ,925
Latin America, total ,091,330 262,339 123,068
Mexico 283,070 13,181 6,241
Central America, total 516,484 194,087 85,880
Costa Rica . 14,185 376 182
G i 11,386 106 52
Honduras 7,528 - —
Panama (including Canal Zone) 478,746 193,576 85,636
Caribbean countries, total 169,587 12,256 3,721
Cayman Islands (British) 91,980 11,980 3,695
Dominican Republic 534 - -
Trinidad and Tobago 72,706 — —
South America, total 1,121,909 42816 27,224
Argentina 82,493 775 248
Brazil 840,511 35,622 23316
Chile 32,191 960 109
Colombia 73,435 1,303 584
Ecuador 14,235 250 70
Peru 7,616 400 148
Venezuela 65,997 3,505 2,747
Other Western Hemisphere, total 1,205,662 972,957 167,912
The Bahamas 44,535 39,552 23,275
Netherlands Antilles 901,144 858,433 125,428
Europe, total 11,534,198 1,527,987 792,191
Common Market countries, total 9,854,858 817,779 452,204
Belgium 882,765 160,710 88,233
France (including Andorra) 824,731 3,781 3,527
Greece 1,682 - 15 1
Ireland. 37,563 12,707 2,650
Italy {including San Marino) 1,222,533 24,322 7470
- Luxembourg 48, 6,289 8,251
Netherlands 754,115 75,667 39,855
Spain 305,691 1,093 236
United Kingdom 3,097,004 271,223 164,557
West Germany 2,458,025 261,707 137,367
Other West European countries, total 1,677,666 709,559 339,961
Austria 246,246 52,086 22,511
Finland 77,732 1 1
Norway 150,426 137 40
Sweden 150,328 16,205 18,053
Switzerland 1,033,509 5,848 298,918
Turkey 12,668 — -
East European countries, total 1,025 - -
Africa, total 419,004 10,055 3,989
North Africa, total 38,512 — -
Egypt 35,837 - —
Libya — —
East Africa, total 22,635 ) {
West and Central African countries, total 155,539 1,098 976
Gabon 2,086 — —
Nigeria 141,528 1,098 976
Zaire 3,272 — -
Southern Africa, total 202,318 8,957 3,013
South Africa (includes Namibia) 176,194 3,085 1,610
Zimbabwe : 14,159 2 1
, total 2,474,575 140,508 43,111
Middle East, total 22,241 1,015 80
Iran — - -
Israel 4,739 - -
Kuwait — — -
. Qatar 3,154 - -
Saudi Arabia 6,199 968 78
United Arab Emirates — — —
Southern and Southeastern Asia, total 752,976 56,961 19,004
india 8,672 547 242
indonesia 420,480 18 30 -
Malaysi 40,929 8,777 543
Philippines 78,618 12,133 7,133
Singapore 156,197 35,469 11,046
Thailand 43,412 18 9
Eastern Asia, total 1,699,359 82,531 24,028
China -~ - —
Hong Kong 226,641 68,217 10,357
Japan (Okinawa, Ryukyu) 1,327,256 14,153 13617
Korea 58,399 . - —
Taiwan 87,062 161 54
[+, la, total 437,763 28,694 19,752
Australia 384,219 27,864 19,331
New Zealand 47,938 829 421
Puerto Rico and U.S. Po b total 58,220 1,387 929
Puerto Rico 41,459 1,397 929
U.S. pc ions, total 16,761 — —
Couna not stated 34,169 a1 300
1IC-DISC divid 14,110 - -—
FSC dividend: 66,291 60,116 7
OPEC ries, total (included above) 653,680 5,840 3,901
! Less than $500.

NOTE: The number of parent corporations which received income from or paid taxes to a specific country are identified in column 1. The data in columns 2-13 are not limited to amounts attributable to a
specific country, i.e., “income and taxes from all sources.” When a corporation received income from or paid taxes to more than one country, that corporation is included in (column 1) and the corporation’s
same aggregate data are included in columns 2-13 for more than one country. The data by geographic areas for columns 1-13 are not additive to the all geographic areas total. However, the data in columns
14-58 are amounts for the specific country. The data by geographic area for columns 14-58 are additive to the all geographic areas total. Data for specific geographic areas are not additive as data are present

for only selected countries.




Projections of Returns to be Filed in Fiscal

Years 1991-1998

By Bonnle L. Nichols*

Fiscal year projections of the major types of returns
provide a foundation for Internal Revenue Service (IRS)
resource requirements and budget submissions to the
Treasury, Office of Management and Budget, and Con-
gress. The most recent IRS projections indicate that a
total of 205.3 million returns will be filed in Fiscal Year (FY)
1991, an increase of 1.5 percent over the number of
returns filed in FY 1990[1]. With the exception of 1992,
yearly rates of growth in total filings are expected to
decrease from 1.5 percent to 1.2 percent in 1998. Dueto
a planned program change that will eliminate the need by
individuals to file requests for first and second extensions
of time in which to file their tax returns (discussed below),
a decline in total filings is expected in FY 1992. Since
individual returns account for over half of all returns, much
of the year-to-year growth in grand totals is attributable to
them.

These projections are produced by using (1)eco-
nometric models that relate the number of returns filed to
economic and demographic variables or observed time
trends and (2) time-series models. The forecasting
models are initially formulated on a calendar year basis
and the fiscal year projections are then derived from
calendar year estimates (see the section on Data Sources
and Limitations). Additionally, the projections are ad-
justed to reflect recent administrative, regulatory, and
legislative changes, but they do not reflect such changes
if they are under consideration.

Total Projected Returns

As shown in Table 1, Projection of the Number of
Returns to be Filed or to be filed with the internal Revenue
Service, FY 1989-1998, the Grand Total is the sum of the
*Primary total* and "Supplemental documents.*

Primary returns are those that account for the majority
of total filings and historically have generated the majority
of the IRS document processing workload. The high
volume return types within the primary category include

individual, corporation, and employment tax returns. Of
the 199.6 million returns filed in 1989, 189.3 million were
designated as primary returns. Supplemental return
documents are mainly composed of amended returns
and requests for filing extensions from both individuals
and corporations. These forms accountfor only 5 percent
of total returns. Returns in both the primary and sup-
plemental categories are processed by the IRS Master
File System[2].

The number of information and withholding documents
processed by the Service, such as interest and dividend
statements and Forms W-2, Wage and Tax Statement, are
not included in the returns counted or projected in this
article because they are not processed by the IRS Master
File System. These returns are large in number so that, if
included, they would increase the total number of returns
substantially. In 1990, over 1 billion information and with-
holding documents were processed by the Service.

Figure A presents the average annual percentage
change for the major return types during the 1991-1998
projection period. Total returns are expected to increase
by an average of 0.9 percent during this period. Projec-
tions for 1991 and the associated rates of change from
1990 to 1991 are presented in Figure B.

Individual Income Tax Returns

The total 1040 series (the sum of Forms 1040, 1040A,
and 1040E2) is expected to exceed 113 million returns in
FY 1991, a growth of around 1.3 million over 1990. This
total is projected to increase by 1.1 million returns in 1992
and then by another 0.9 million returns in 1993. These
growth increases are substantially smaller than the prior
year increases of 3.0 million and 2.2 million recorded in
1989 and 1990, respectively.

Several factors have contributed to slower individual
growth rates. First, individual return volumes are closely
related to changes in total employment. Comparedto the

*Operations Research Analyst, Projections and Forecasting Group, Research Division 47
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Figure A
Projected Average Annual Percentage Change in the Number
of Returns Filed, Fiscal Years 1991-1998

Grand, total
Primary returns, total

Individual, total |
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levels of the late 1980’s, total employment is projected to
grow more slowly in the 1990's. These slower growth
rates will dampen individual return filings. Second, the
increases in individual returns filed in the late 1980’s were
unprecedented as a result of additional filing require-
ments added by the Tax Reform Act of 1986 (TRA). Final-
ly, the 1988 Technical and Miscellaneous Revenue Act
(TAMRA) enables parents to report the "unearned in-
come" of certain children, on the parents’ return and in
lieu of requiring these dependents to file their own returns.

In order to allow usage by more elderly people, the IRS
intends to revise Form 1040A by expanding it to include
entries for the following items: Individual Retirement Ar-
rangement (IRA) distributions, pensions and annuities,
social security benefits, credit for the elderly, estimated
tax payments, and estimated tax penalty. Beginning in
1991, this planned revision will enable an estimated 4.5
million taxpayers to switch from the more complicated
Form 1040. However, only 1.5 million taxpayers are ex-
pected to actually change forms.

Percentage Change

for U.S. Source Incomé of Foreign Persons.

Electronically filed returns indirectly distort the in-
dividual return series. The current IRS reporting system
counts all individual refund returns filed electronically as
if they were Form 1040 returns. A 1990 analysis of
electronically filed returns revealed that 74 percent of
them could have been filed on either Form 1040A or Form
1040EZ[3]. Figure C compares the number of Forms
1040, 1040A, 1040EZ, and total individual returns ex-
pected to be filed in 1991 and 1998, respectively.

Individual Declaration of Estimated Tax

Projections of Individual Declarations of Estimated Tax
(Form 1040-ES) show growth rates that range from 2.6
percent in 199210 2.2 percent in 1998. Up to four of these
forms can be filed annually by a taxpayer. Thus, they
constitute a major return type category.

Fiduc:iary Income Tax Returns

Form 1041 is filed by afiduciary to report the income of
an estate or trust. Since 1988, the 1986 Tax Reform Act




Projections of Tax Return

Figure B.—Projections for Fiscal Year 1991

1091 Percentage

Type of return . Projection M.,"g?g&

(in thousands) (estimated)
Total returns .......ccceieeriiecieceneenees 205,296 1.48
Primary returns, total .................ceeee 195,095 1.49
Individual income tax, total ................. 113,684 1.30
Form 1040, 1040A, 1040EZ, total .. 113,381 1.30
Form 1040 .................... . 74,745 0.79
Form 1040A... 19,530 6.43
Form 1040EZ. R 19,106 -1.62
Other ..o 303 3.77
Individual estimated tax.................... 39,884 2.53
Fiduciary income tax..........cc.ccooeveneeen. 2,829 2.84
Fiduciary estimated tax...................... 692 2.82
Partnership........cccoceeeeiieeieecien e, 1,636 -4.16
Corporation income tax ..................... 4,475 3.42
Estate tax .......c..coviiiivicceiiee e, 64 8.47
Gift 1aX .o 143 515
Employment tax 29,079 0.47
Form 10422 ..., 20 ®
Exempt organization 514 3.21
Employee plan . 1,137 6.16
EXCISE tAX...cciiiereinii e 937 2.40
Supplemental documents, total........ 10,201 1.25
FOrm 1040X........cccvveniinnirierieieen 1,224 -5.99
Form 4868...... 5,192 113
Form 2688...... 1,724 3.17
Form 1120X.... 38 -9.52
Form 7004 ...... 1,992 5.06
Form 1041A ..o, 31 3.33

! Percentages for 1990 were based on estimated final counts of returns because complete
information was unavailable at the time this table was computed.

2 Annual Withholding Tax Return tor U.S. Source Income of Foreign Persons.

3 Less than 0.005 percent.

required all fiduciaries to file on a calendar year basis.
Fiscal year projections have been adjusted for this
change in accounting period. An estimated 2.8 million
Form 1041 returns will be filed in Fiscal Year 1991 - an
increase of 2.8 percent over 1990 filings. In 1993 through
1998, projected growth will average 2.7 percent.

Fiduciary Estimated Tax Returns

Since 1988, estates and trusts have been required to
make estimated tax payments. Form 1041-ES, Estimated
Income Tax for Fiduciaries, was developed for taxpayers
with a tax liability of $500 or more to compute and pay
estimated taxes. As quarterly payments, up to four of
these forms can be filed annually by a fiduciary. In 1989,
663,000 Forms 1041ES were filed. This volume is ex-
pected to grow at arate of 2.9 percent in 1991, and follow
the growth pattern of Forms 1041 in the 1993 through
1998 period.

Partnerships

U.S. Partnership Return of Income, Form 1065, is used
to report income, deductions, credits, and losses from the
operation of a partnership. The purpose of this return is
to show each partner’s distributive share of income to be
reported on the individual (or other) income tax return.
Historically, partnerships have been linked to *tax shelter*
activity. During the 1978-82 period, peaks in abusive tax
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ndividual Income Tax Returns by
ype, Fiscal Years 1991-1998

ilitions of Returns

Total Form 1040 Form 1040A Form 1040EZ

Type of Return

shelter practice activities resulted in increases in partner-
ship return filings. The Tax Reform Act of 1986 eliminated
the tax incentives for abusive tax shelter activity and Form
1065 filings subsequently exhibited a downward trend. In
1991, filings of partnership returns are expected to fall by
4 percent to 1.6 million forms.

Corporation Income Tax Returns

Corporation income tax returns are the aggregate of
Forms 1120 (U.S. Corporation Income Tax Return), 1120-
A (U.S. Short- Form Corporation Income Tax Return), and
the various forms filed by real estate investment trusts,
insurance and investment companies, and others. The
corporation category also includes tax returns filed by *S
Corporations® (Form 1120S, U.S. Income Tax Return for
an S Corporation) that are taxed through
shareholders [4].

The Tax Reform Act of 1986 lowered individual tax rates
below the top marginal rates for corporations. Because
S Corporation shareholders are taxed at these lower
individual rates, many qualifying regular corporations
shifted to the S Corporation form and fewer regular Forms
1120 were filed as a result. However, most of this impact
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was probably completed by 1989. Future years should
show normal growth for each of these corporate return

types.

Overall, filings of corporation retums increased by 4
percent in 1989 and an estimated 3 percent in 1990. A
projected 4.5 million corporation returns will be filed in FY
1991.

Estate and Gift Tax Returns

Gift tax returns (Form 709) increased 17 percent in
1989. This unusual growth is attributable to returns filed
in the IRS Detroit District Office. In 1988, the State of
Michigan instituted the Michigan Educational Trust Sys-
tem (METS). METS permits parents to contribute to a
trust fund that is designated for future educational expen-
ses of State-supported schools. Participants receive
State and local tax deductions as well as interest exemp-
tion from Federal income taxes. Trust owners are re-
quired to file Form 709 even if the trust is valued below the
$10,000 exclusion threshold.

proximately 42,000 in 1991, Total exempt organization
returns are expected to grow at an average annual rate of
2.2 percent between 1991 and 1998.

Employee Plan Returns

Significant changes have occurred in employee plan
filing requirements. Starting in Tax Year 1989, employers
holding gross pension plan assets of less than $100,000
are no longer required to file. In addition, Forms 5500C
and 5500R are now combined into the single Form
5500C/R. Employee plan returns are expected to grow at
an average rate of 2.3 percent over the forecast horizon.

Excise Tax Returns

Both TRA and the Revenue Act of 1987 had an impact
on the predicted volume of Form 720 returns to be filed.
One provision of the 1986 tax reform requires that the
refiner (or first importer) of gasoline pay the gasoline
tax--instead of the wholesaler. Also, under the tax reform
provision (as amended by the Revenue Act of 1987),
wholesalers_of diesel_fuel_must_pay_the_corresponding

Estate tax returns (Form 706) are expected to grow at
rates of 8.5 percent in 1991 and 8.7 percent in 1998. FY

1991 filings of estate tax returns are projected at 64,000

forms.
Employment Tax Returns

Employment tax returns consist of Employer’s Annual
Federal Unemployment Tax Return, Employer's An-
nual/Quarterly Federal Tax Return, Employer’s Quarterly
Tax Return for Household Employees, and Employer’s
Annual Railroad Tax Return. Projections for the forecast
period 1991-1998 reflect year-to-year increases that
average 0.7 percent per year.

Form 1042

Form 1042 is an annual withholding tax return filed by
foreign "persons® with income from U.S. sources. Form
1042 returns are expected to increase by an average of
1.2 percent between 1991 and 1998.

Tax Exempt Organizations

A host of tax-exempt entities, including public charities,
farmers’ cooperative associations, private foundations,
and *other" exempt organizations, are included in the
exempt organization category of returns. In 1990, Form
990EZ was introduced for organizations with total assets
of less than $250,000 and receipts of $25,000 to
$100,000. Form 990EZ filings are projected at ap-

excise tax--instead of the retailers.

In addition, a provision of the Revenue Act of 1987
specifies that all partnerships and S Corporations electing
to maintain a fiscal year reporting period must make
certain required payments. These payments are current-
ly made using Form 720. However, starting January 1991,
anew form (Form 8752) will be used for this purpose. The
Form 8752 projections are subsumed within the Form 720
estimates in Table 1.

The net result of these changes is a 34,000 decrease
in the number of Forms 720 filed in FY 1990.

Supplemental Documents

Supplemental documents are composed primarily of
amended returns and requests for filing extensions. As
discussed above, a major change will soon affect the
number of supplemental documents filed. In Calendar
Year 1992, a new Automated Processing of Extensions
(APEX) system will drastically alter processing of exten-
sions of time to file individual income tax returns. This new
system will eliminate Forms 4868 and 2688 and substitute
a post-filing analysis of each taxpayer’s account to deter-
mine if extension criteria have been met. Thus, projec-
tions of these two forms for FY 1992 have bLeen
significantly reduced to reflect this change and projec-
tions of them are eliminated entirely for FY 1993 and
beyond. As.aresult, the average annual change of sup-
plemental documents is expected to contract by 8 percent
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between 1991 and 1998 (see Figure A).
DATA SOURCES AND LIMITATIONS

The number of returns filed represents returns
processed at IRS service centers and posted to the
Master File system during a fiscal year[5]. The 1990
values are estimated from partial year filing results
through the end of June.

To illustrate the general forecasting process, projec-
tions for the combined total of Forms 1040, 1040A, and
1040EZ returns were developed based on a multiple
regression relating total 1040 returns to total employment;
an interaction variable involving both total employment
and employed married women with husbands present
(used as a proxy for potential joint filers); pension
beneficiaries and annuitants; and *"dummy" variables to
account for the effects of law changes[6]. The historical
base period for this regression was 1952-1990 with 1990
estimated on the basis of returns filed through June 1990.

Fiscal year projections are derived from calendar year
estimates by one of four general methods. The method
used most frequently employs the Census Bureau's X-
11Q Seasonal Adjustment Program(7]. The method used
second most frequently is to compute a ratio based on
the quarterly filing experience of one or more historical
years. The third method (used in instances where filing
trends are not well defined) is based on assumed relation-
ships between the number of returns and various filing
patterns. The fourth method is a variation of the X-11Q
approach in which the seasonal factors are subsequently
trended.

NOTES AND REFERENCES

[1] All statistics are for the year in which the tax returns

[2]

(3]

[4]

(5]

[6]

[7]

were processed by the Internal Revenue Service,
stated on a fiscal year (i.e., October through Sep-
tember) basis, unless otherwise noted. Final actual
counts for all of FY 1990 were incomplete at the time
this article was written (see the Data Sources and
Limitations section). For complete counts, see U.S.
Department of Treasury, Internal Revenue Service,
1990 Annual Report, Commissioner and Chief Coun-
sel, Internal Revenue Service, Fiscal Year 1990, 1991
(in preparation).

The IRS Master File system includes the Individual
Master File (IMF), the Business Master File (BMF),
and the Employee Plans Master File (EPMF).

Electronically filed individual returns grew to nearly
4.2 million in 1990, and are projected to rise to 6.2
million in 1991. Despite the distortion that is being
created in the individual return volumes by type, the
actual and projected numbers are not adjusted to
take into account electronic filing. Recommenda-
tions have been made to change the official report-
ing system to include these returns.

An S Corporation is a company with no more than
35 shareholders (most of whom are individuals)
electing to be taxed at the shareholder level.

U.S. Department of the Treasury, Internal Revenue
Service, 1990 Annual Report, op. cit.

Projections of total employment, employed married
women with husbands present, and pension
beneficiaries and annuitants were made by the
Projections and Forecasting Group, Research
Division, Internal Revenue Service.

U.S. Department of Commerce, Bureau of the Cen-
sus, ‘The X-11 Variant of the Census Method |l
Seasonal Adjustment Program," Technical Paper
No. 15 (1967 revision).
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Table 1.—Number of Returns Filed or to be Filed with the Internal Revenue Service, Fiscal Years 1989-1 998
[Number of returns are in thousands)

Actual Estimated Projected
Type of return -

1989 1990 1991 1992 1993 1994 1995 1998 1997 1998

) €] 3 [Z]) (5) (6) @ (8 ©) 10)
Total returns ! 199,567 202,299 205,296 201,199 203,644 206,461 209,655 212,648 215,393 218,058
Primary , total 189,307 192,224 195,095 197,743 200,242 202,987 206,101 209,010 211,667 214,241
Individual income tax, total 110,253 112,2222 113,684 114,803 115,717 116,803 118,228 119,455 120,418 121,270
Forms 1040, 1040A, 1040EZ total.. 109,995 111,9302 113,381 114,493 115,400 116,475 117,885 119,098 120,049 120,887
71,787 74,160 74,745 75,897 76,848 77,620 78,943 80,099 81,000 81,605
Form 1040A. 18,720 18,350 19,530 19,645 19,753 20,100 20,300 20,476 20,644 20,719
Form 1040EZ.. 19,488 19,420 19,106 18,951 18,799 18,755 18,643 18,524 18,405 18,563
Other? 257 2922 303 310 317 329 343 357 369 383
Individual estimated tax . 37,591 38,9012 39,884 40,904 41,927 42,949 43972 44,994 46,017 47,040
Fiduciary income tax? ... 2,625 2,751 2,829 2,903 2,982 3,063 3145 |. 3230 3,316 3,404
Fiduciary estimated tax.. 663 673 692 711 730 750 770 790 812 833
Partnership.... 1,788 1,707 1,636 1,652 1,680 1,709 1,736 1,763 1,790 1,817
Corporation income tax 4,208 43272 4,475 4,627 4,788 4977 5,195 5,428 5673 5,938
. Estate tax 55 592 64 70 76 83 90 98 107 116
Gift tax .....co.o........ 121 1362 143 150 157 167 176 186 196 207
Employment tax 8. 28,911 28,943 29,079 29,243 20,438 29,679 29,926 30,148 30,367 30,591
Form 10427 19 20 20 20 20 20 21 21 21 21
Tax-exempt orgamzallon 490 498 514 529 542 554 565 576 587 598
Employee plan 1,633 1,071 1,137 1,178 1,210 1,237 1,262 1,286 1,310 1,332
Excise tax '° 949 915 937 955 974 995 1,015 1,034 1,053 1,073
Suppl d totat 10,260 10,075 10,201 3,456 3,402 3,475 3,554 3,638 - 3,762 3,817
Form 1040X.. 1,447 1,302 1,224 1,170 1,127 1,003 1,065 1,041 1,020 1,003
Form 4868 5,155 - 5,134 5,192 4" - - - — — —_
Form 2688 1,684 1,671 1,724 115" — - - — — -
Form 1120X.. 52 42 38 37 36 35 35 34 33 32
Form 7004 ... 1,801 1,896 1,992 2,099 2,206 2,313 2,421 2,528 2,636 2,745
Form 1041A.. 29 30 3 32 33 34 34 35 36 37

1 Excluded trom all totals are the following “Non-Master File” returns: Form CT-2, 941M, 990BL, and 1120-IC-DISC. Also excluded are withholding and information documents, including Forms such as
W-2 and the 1099 series and related forms.
2 Estimate, including that for some corporations, is based on returns processed through part of 1990. The actual number filed in FY 1990 was unavailable when this table was compiled.

3ncludes Forms 1040NR, T040PR, 1040SS, and 1040C: Form 1040X is included under Supplementa! documents," below.

“Includes Forms 1041 and 1041S; Form 1041A is included under “Supplemental documents,” below.

5 inctudes Forms 1120, 1120A, 1120F, 1120H, 1120L, 1120POL, 11208, 1120DF, 1120FSC, 1120PC, 1120REIT, and 1120RIC; Form 1120X is included under “Supplemental documents,” below.

S Includes Forms 940, 940EZ, 940PR, 941, 941E, 941PR, 941SS, 942, 942PR, 943, 943PR and CT-1.

7 Annual Withholding Tax Return for U.S. Source Income of Foreign Persons.

8 Includes Forms 990, 990C, 990PF, 990T, 4720, 5227, and (starting 1990) 990EZ.

9 Includes Forms 5500, 5500C, 5500EZ and 5500R.

'® Includes Forms 11C, 720, 730, 2290, and {starting Calendar Year 1991) 8752; excludes Forms 11 and 5000.24 which are filed with the Bureau of Alcohol, Tobacco and Firearms, U.S. Department of the
Treasury, instead of with the Internal Revenue Service.

" Forms 4868 and 2688 are to be discontinued in Calendar Year 1992. The return volumes shown for Fiscal Year 1992 reflect estimates for October through December 1991.
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Selected Historical Data

Table 1.—Individual Income Tax Returns: Selected Income and Tax items for Selected Tax Years, 1970-1988
[All figures are estimates based on samples—money amounts are in thousands of dollars] )

369,202,757

item 1970 1975 1980 1985 1886 1887 1988
V] @ ()] @ ) (] ly]
All retur 74,279,831 82,229,332 93,902,469 101,660,287 103,045,170 106,996,270 109,708,280
Form 1040 returns ... 74,279,831 54,527,726 57,122,592 67,006,425 68,909,828 71,032,103 71,359,242
- N/A 27,701,606 ‘36,779,877 18,124,702 17,584,689 17,446,685 19,066,165
N/A N/A N/A 16,529,160 16,550,653 18,517,482 19,282,873
631,692,540 . 947,784,873 1,613,731,497 2,305,951,483 2,481,681,046 2,773,824,198 3,083,019,783
Salaries and wages: ’

Number of returns. ...........cocevvrcccrrecnnnes 66,965,659 73,520,046 83,802,109 87,198,001 88,217,638 90,984,304 93,257,370

Amount 531,883,892 795,399,462 1,349,842,802 1,928,200,978 2,031,025,984 2,163,905,509 2,337,984,129
Taxable interest received: ’ ' )

Number of feturns. ........ccccoeveercrcnnenenns 32,630,355 40,378,240 49,019,575 64,526,434 - 65,236,518 67,933,810 69,421,338

Amount .. 22,021,267 43,433,554 102,009,444 182,109,194 167,640,438 168,966,067 186,981,636
Dividends in AGE: ' - . . : ‘

Number of returns............cocccceeniciinnees 7,729,939 8,853,491 10,738,982 15,527,579 16,753,537 22,324,321 22,903,155

Amount 15,806,924 21,892,126 38,761,253 55,046,351 61,623,348 66,791,158 77,329,507
Business or profession net income less loss: . .

Number of returns...........ccooeiiieenennennns 6,159,985 7,242,542 8.881,119 11,800,341 12,360,345 13,002,055 13,571,440

Amount 30,554,201 39,421,478 « 55,129,154 78,772,577 90,423,763 105,460,627 . 126,323,250
Net capital gain less loss in AGI:2 o

Number of returns...........c.cene s 7,962,663 7,574,823 9,970,921 11,125,585 15,560,453 15,450,141 14,286,189

Amount 9,006,683 14,071,893 30,029,074 4 67,694,001 132,841,678 137,398,726 153,768,209
Pensions and annuities in AGI: 3

Number of retumns..........cccooeerviennnnnnes 3,249,558 5,088,937 7.373,704 13,133,295 . 14,771,235 16,497,586 16,481,248

Amount 7,878,808 20,886,871 43,339,736 95,096,003 107,696,794 124,754,833 138,785,886
Unemployment compensation in AGI: . - ’

Number of returns..........ccccoeeiecennneinncs N/A N/A 1,798,210 4,771,546 5,106,015 7,370,742 6,974,262

Amount y N/A N/A 2,028,456 6,355,539 . 6975196 12,286,674 11,626,600

. Social security benefits in AGI: ) ' ’ '

Number of returns.. N/A N/A N/A 2,956,073 3,174,904 3,637,211 4,024,093

Amount N/A N/A N/A 9,594,182 10,648,112 12,524,112 14,361,470
Rents and royalties net income less loss: . . .

Number of returns.. 6,557,498 7,143,812 8,208,132 9,970,604 9,394,506 9,492,112 9,560,133

Amount 3,232,817 5,202,078 4,105,381 -12,963,727 -15,292,084 —9,254,758 -3,853513
Partnership and S Corporation net income . ’

less loss: R . ) . .

Number of returns.. n.a. na. . na. 5,487,671 5,817,455 5,574,532 5,899,223

12,637,912 12,811,091 10,099,346 —-2,526,591 - 5,859,500 24,314,070 57,080,226
Farm net income less loss:

Number of returns............cccoevrerecereennnne 3,026,530 2,755,041 2,608,430 2,620,861 2,524,331 2,420,186 2,367,527

Amount 2,788,713 3,563,325 =1,792,466 —12,005,483 —7,284,231 -1,323,464 -1,176,537
Total statutory adjustments: . ’ : '

Number of returns.. 6,370,552 9,024,255 13,148,919 37,763,418 38,034,061 11,620,127 - . 10,747,370

7.665,251 15,101,999 28,614,061 95,082,299 99,008,229 30,116,329 | 28,201,888
N/A 1,211,794 2,564,421 7 16,205,846 15,535,531 7,318,727 6,361,421
1l N/A 1,436,443 3,430,894 38,211,574 37,758,393 14,065,722 11,881,754

Selt-employed retirement plans:

Number of returns. 591,655 595,892 568,936 675,822 773,296 759,083 814,586
847,692 - 1,603,788 2,007,666 5,181,993 6,194,617 6,183,441 6,626,908

Married couples who both work: ’ . -

Number of returns..............ccocoocenevrennn. N/A © N/A N/A ' 24,835,278 25,647,221 N/A N/A
Amount N/A N/A N/A 24,614,983 26,672,241 N/A N/A
Exemptions:

Number of exemptions 204,126,402 212,202,596 227,925,098 244,180,202 245,752,978 217,495,163 221,884,006

Number, age 65 or over... 8,904,331 9,937,208 11,847,168 16,748,810 17,395,776 N/A T ONA
Total deductions: . .

Number of returns.. 73,862,448 81,585,541 88,491,2514 96,848,626 98,180,981 4 106,005,861 ° 108,819,935

120,549,755 - 233,181,778 346,000,155 554,733,523 611,293,162+ 607,223,513 685,954,065

ltemized deductions: ) . ) N

Number of returns.. 35,430,047 26,074,061 28,950,282 39,848,184 40,667,008 35,627,790 31,902,985
Total amount®......... 88,178,487 122,260,601 218,028,139 405,023,525 447,057,972 392,020,128 395,216,456
Medical and dental expense.. 10,585,749 11,422,312 14,972,082 22,926,214 25,112,007 17,151,819 4.1 7,993,829
Taxes paid 32,014,673 44,141,289 69,404,275 128,084,618 143,446,005 ' 119,388,068 120,628,182
Interest paid . 23,929,477 38,885,282 91,187,006 180,094,578 196,566,331 179,942,422 179,737,720
© ContibUtIONS.........cccivrerreecccren e 12,892,732 15,393,331 25,809,608 47,962,848 53,815,979 49,623,907 50,949,273
- Taxable Income: . . ¢ .

Number of returns................... fereniense 59,593,598 65,852,602 88,104,696 96,124,046 97,358,296 90,079,102 90,281,729

Amount 401,154,285 595,492,866 1,279,985,360 1,820,740,833 ©1,847,024,584 1,850,597,119 2,069,966,980
Income tax before credits:

Number of returns.. 59,596,755 65,854,734 76,135,819 85,994,216 86,600,724 89,717,924 90,218,979

AMount .........ccovenne 84,156,6957 132,452,044 256,294,315 332,165,333 367,591,995 373,857,125 418,889,165
Total tax credits® ... 396,610 8,069,846 7,215,839 . 10,248,044 7,020,731 6,329,438 7,047,140

Child care credit..... N/A N/A 956,439 3,127,702 3,397,090 3,438,314 3,812,849

Credit for the elderly and disabled 167,656 128,968 134,993 108,642 85,764 66,633 ' 68,904

Residential energy credi NIA - N/A 562,141 811,675 N/A N/A N/A

Foreign tax credit ... 169,623 381,985 1,341,675 782,561 773,939 1,099,484 1,087,203

Investment credit.... 30,554 1,593,150 3,288,415 ()

General business credit N/A N/A N/A 4,791,132° 1,115,836 ° 1,018,624° 718,209°
Income tax after credits.... 83,787,323 124,382,197 249,078,475 321,917,289 360,571,264 " 367,527,687 411,842,025
Total income tax: *° : :

Number of returns 59,317,371 61,490,737 73,906,244 82,846,420 83,967,413 86,723,796 87,135,332

Amount 83,909,311 124,526,297 250,341,440 325,710,254 367,287,213 412,869,909

See notes tollowing Table 20.
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Table 2.—Individual Income and Tax Data by State and Size of Adjusted Gross Income, 1989

[Money amounts are in thousands of dollars, except where indicated]

55

Salaries and wages Dividends
o umes | sy
exemptions ( N‘r’;tnllx’r‘:so’ Amount N‘r‘;"?r‘:"s"' Amount
1 @ @ @ &2} © Y}
United States, total !
113,242,080 244,351,038 3,250,669,292 95,374,189 2,451,493,264 23,112,757 80,080,288
33,777,470 43,058,256 104,885,629 25,966,280 124,656,144 3,203,146 4,083,842
$10.000 under $15,000.. 13,934,817 28,606,937 173,185,218 11,219,557 129,107,300 1,661,105 2,960,605
$15,000 under $30,000 .. 28,878,414 65,809,897 627,215,508 25,005,533 503,602,901 4,696,186 9,169,377
$30,000 under $50,000.. 20,778,918 57,711,036 806,270,986 18,946,317 671,968,165 5,631,683 11,368,468
$50.000 or more 15,872,461 49,164,912 1,539,111,951 14,236,502 1,022,158,754 7,920,637 52,497,996
Alabama
Total 1,670,001 3,799,991 40,953,728 1,453,083 32,106,421 242,620 689,094
Under $10,0002. 558,359 816,595 2,321,948 459,468 2,190,962 30,625 35,471
$10,000 under $15,000.. 234,135 522,385 2,901,156 198,308 2,302,215 16,078 23,406
$15,000 under $30,000.. 417,445 1,060,363 9,025,644 371,038 7,485,218 48,854 73,652
$30,000 under $50,000.. 283,324 839,823 10,951,053 263,494 9,411,243 62,957 98,072
$50,000 or more 176,738 560,825 15,753,927 160,775 10,716,783 84,108 458,593
Alaska
313,505 524,906 8,370,174 217,878 6,447,903 73,040 118,875
Under $10,0002. 128,341 64,554 197,767 49,660 213,953 17,714 12,513
$10,000 under $15,000 24,201 41,367 300,062 21,172 231,645 4,903 5,245
$15,000 under $30,000 55,921 118,589 1,229,254 49,994 983,643 12,944 14,581
$30,000 under $50,000 49,471 128,043 1,936,395 45,506 1,594,200 14,109 18,872
$50,000 or more 55,571 172,353 4,706,696 51,546 3,424,462 23,370 67,664
Arizona
Total......ocoooene 1,573,126 3,608,609 41,173,936 1,296,936 30,870,207 318,450 1,138,209
Under $10,000%2........ 486,656 725,841 1,328,528 379,391 1,879,754 44,271 70,372
$10,000 under $15,00f 209,927 464,616 2,606,523 167,608 1,934,424 27,390 58,371
$15,000 under $30,000 406,250 999,816 8,782,053 339,913 6,797,699 74,164 177,243
$30,000 under $50,000 274,492 800,686 10,632,531 241,340 8,509,488 77,742 199,124
$50,000 of more ... 195,801 617,650 17,824,301 168,684 11,748,842 94,883 633,099
Arkansas
953,523 2,216,969 20,693,074 796,596 15,692,974 138,973 365,652
Under $10,0002. 332,345 516,852 1,050,389 262,950 1,243,206 19,872 24,447
$10,000 under $15, 142,161 331,794 1,765,222 115,690 1,326,523 12,467 17,104
$15,000 under $30,000 255,503 679,848 5,500,382 220,216 4,355,432 34,895 53,119
$30,000 under $50,000 148,210 450,160 5,681,701 133,131 4,615,977 35,460 57,623
$50,000 or more 75,304 238,315 6,695,380 64,609 4,151,836 36,279 213,459
California
13,485,607 30,021,266 428,913,735 11,267,260 317,298,053 2,524,442 9,650,911
Under $10,0002...........ccooooomvvrerereeiernnnn. 3,813,424 5,661,205 8,748,701 2,906,649 15,059,121 300,461 467,030
$10,000 under $15,000... 1,626,501 3,542,799 20,157,633 1,336,119 156,561,008 160,320 336,532
$15,000 under $30,000... 3,318,065 7,679,561 72,262,470 2,841,411 58,196,249 475,883 1,085,316
$30,000 under $50,000 2,444,280 6,399,298 95,049,286 2,179,605 77,820,333 583,458 1,369,474
$50,000 or more 2,283,337 6,838,403 232,695,645 2,003,476 150,661,342 1,004,320 6,392,559
Colorado
1,633,471 3,247,365 42,447,900 1,294,121 32,607,938 350,405 994,377
Under $10,0002. 457,340 541,453 1,008,717 350,589 1,672,265 51,596 67,416
$10,000 under $15,000 182,286 359,143 2,267,187 148,737 1,707,807 23,270 41,618
$15,000 under $30,000 387,563 871,727 8,443,242 336,010 6,746,229 72,334 128,562
$30,000 under $50,000 288,916 800,546 11,220,263 263,231 9,299,096 88,695 160,423
$50,000 or more 217,366 674,496 19,507,491 195,554 13,182,541 114,510 596,358
Connecticut
1,677,947 3,293,984 63,645,158 1,417,795 48,179,431 476,661 1,878,668
Under $10,0002. 405,142 355,437 1,313,968 296,725 1,372,984 67,160 86,941
$10,000 under $15,000 156,440 270,612 1,954,680 120,498 1,356,635 29,095 54,314
$15,000 under $30,000 417,775 766,448 9,201,550 363,347 7.413,281 84,235 179,220
$30,000 under $50,000 341,613 832,654 13,383,993 310,962 11,091,012 106,741 262,915
$50,000 or more 356,977 1,068,833 37,790,957 326,263 26,945,519 189,430 1,295,278
Delaware
Total... 324,166 670,521 9,842,474 282,644 7,563,579 86,141 358,430
Under $10, . 86,591 92,634 339,504 69,023 316,065 9,745 11,261
$10,000 under $15,000 39,269 73,761 490,270 32,957 374,671 5,328 8,935
$15,000 under $30,000 81,557 171,068 1,765,656 72,227 1,419,061 16,142 30,452
$30,000 under $50,000... 63,006 167,164 2,457,128 58,531 2,048,472 22,164 42,422
$50,000 OF MOFe.......covcurienieieers e 53,743 165,894 4,789,916 49,906 3,405,310 32,762 265,360
Disgtrict ot Columbia
322,628 583,492 10,030,094 270,801 7,071,012 52,489 358,739
Under $10,0002. 82,635 107,484 170,446 61,816 319,411 5,462 8,626
$10,000 under $15, 42,001 76,859 525,699 35,360 420,610 2,523 4,821
$15,000 under $30,000 103,626 195,532 2,231,098 92,478 1,904,894 9,484 18,581
$30,000 under $50,000 51,450 100,112 1,964,180 45,394 1,603,033 11,795 30,083
$50,000 of more........... 42,916 103,505 5,138,671 35,753 2,823,064 23,225 296,628
Florida
Total 5,970,839 12,972,987 169,688,336 4,752,691 110,066,825 1,316,861 7,246,027
Under $10,0002.. 1,797,706 2,545,633 5,839,685 1,382,451 6,903,147 188,229 354,885
$10,000 under $15,000.... 865,473 1,806,556 10,754,257 671,767 7.711.211 126,854 310,613
$15,000 under $30,000 1,601,891 3,723,750 34,388,320 1,297,110 25,408,993 321,728 954,844
$30,000 under $50,000 983,103 2,702,327 37,961,303 825,187 28,429,739 298,316 1,083,344
$50,000 or more 722,666 2,194,721 80,744,771 576,176 41,613,735 381,734 4,542,341
2,820,274 6,085,284 76,935,879 2,500,366 61,374,791 447,701 1,333,806
Under $10,0002. 854,920 1,115,813 2,939,620 714,892 3,470,850 52,117 62,313
$10,000 under $15,000 371,852 763,412 4,626,113 324,976 3,838,842 23,939 37,083
$15,000 under $30,000.... 729,592 1,673,432 15,746,609 659,871 13,377,165 81,013 125,447
$30,000 under $50,000 490,579 1,372,630 19,015,050 457,399 16,299,840 110,931 171,755
$50,000 or more 373,331 1,159,997 34,608,487 343,228 24,388,104 179,701 937,208

See notes following Table 20.
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Table 2. (Continued)—Individual Income and Tax Data by State and Size of Adjusted Gmss Income, 1989

[Money amounts are in thousands of dollars, except where indicated}

Interest

' Sales of capita) assets -
Net gain less loss

Unemployment compensation

N‘:;‘“b:"so' Amount N‘::t‘mo' Amount N\:;\S;rsof Amount
G} @ (10) (1) 12) (13)
United States, total' . .

Total 70,190,273 219,055,532 12,991,868 . 143,433,452 ' 7,023,685 12,325,281
Under $10,0002 13,800,911 20,786,351 1,566,002 . 6,966,281 1,344,848 1,971,118
$10,000 under $15,000.... 6,789,717 15,650,807 - 838,411 965,448 1,108,561 1,891,889
$15,000 under $30,000 17,791,610 40,204,514 2,461,609 ' 4,361,924 2,276,557 4,265,676
$30,000 under $50,000 16,849,273 38,803,193 2,923,210 1. 7,766,128 1,632,983 2,917,506
$50,000 or more 14,958,762 103,610,667 5,202,636 123,373,671 660,736 1,279,094

Alabama ' TS ’ .

Total 835,775 2,214,259 132,562 1,191,935 146,455 145,261
Under $10,0002 159,794 236,738 - 15,228 42,321 38,875 40,975
$10,000 under $15,000... 85,955 179,536 © 8417 11,057 26,659 26,597
$15,000 under $30,000.... 216,130 441,868 25419 - 47,134 45,888 44,970
$30,000 under $50,000 211,350 408,385 31,438 : 77,875 28,246 25,952
$50,000 or more 162,546 947,732 52,060 1,013,548 6,787 6,767

Alaska X ' ' .

Total.....u e 169,705 292,624 28,949 181,265 28,763 58,207
Under $10,0002 43,966 25,652 3,152 6,711 3,593 5617
$10,000.under $15,000.... 10,288 9,601 1,008 . 979 3,099 5,520
$15,000 under $30,000 30,348 33,365 3,883 ) . 5,398 8,167 16,581
$30,000 under $50,000.... 35,636 50,784 5,939 11,415 7,807 17,193
$50,000 or more 49,467 173,222 14,877 156,762 6,097 13,296

Arizona ) ) .
© Total 921,322 -3,211,156 215,024 1,782,197 73,536 113,361
Under $10,0002 172,791 326,165 28,076 . 161,341 18,507 26,883
$10,000 under $15,000.... 98,826 237,007 17,034 . 9,436 12,839 20,726
$15,000 under $30,000 249,772 632,821 47,466 55,238 23,010 35,945
$30,000 under $50,000 218,047 590,841 49,360 118,385 13,564 20,775
. $50,000 or more 181,886 - 1,424,322 1.73088 - 1,437,797 - 5616 9,032
Arkansas . T : . B

Total 487,987 1,480,416 97,690 . © 597,965 75,678 109,538
Under $10,0002 107,017 165,674 14,180 29,949 19,696 25,486
$10,000 under $15,000 58,847 146,079 9,038 12,816 14,498 20,7117°
$15,000 under $30,000 139,626 345,733 24,480 ) . 48,744 27,042 40,512
$30,000 under $50,000 112,679 283,886 22,943 . . 65,194 12,382 18,969
$50,000 or more. 69,818 539,044 27,049 . 441,262 2,060 3,854

California . )
8,090,726 29,425,323 1,593,250 © . 24275117 901,552 1,413,989
Under $10,0002 1,335,683 2,306,884 158,805 1,292,996 231,235 322,422
$10,000 under $15,000.... 719,059 1,543,789 84,690 91,106 145,510 236,484
$15,000 under $30,000 1,955,877 4,451,741 264,908 i . 506,899 256,442 434,892
$30,000 under $50,000 1,939,853 . 4,835,588 339,678 1,082,210 168,837 263,766
$50,000 of more 2,140,254 16,287,321 745,178 21,291,906 99,528 156,425
Colorado . * o

Total 999,984 2,661,973 - 224,934 1,838,829 71,768 129,809
Under $10,0002 203,190 277,733 - .30,570 130,494 12,958 20,048
$10,000 under $15,000 92,487 176,149 14,551 13,430 11,442 . 21,051
$15,000 under $30,000 254,517 475,098 44,493 - 55,350 24,992 46,653
$30,000 under $50,000 243,451 485,525 52,613 . 104,137 16,503 30,641
$50,000 or more 206,339 1,247,468 82,707 - 1,535,418 5873 11,416

Connecticut ) .

Total 1,267,727 4,281,209 239,074 3,128,065 101,976 209,905
Under $10,0002 232,091 370,135 25,491 84,818 10,224 20,323
$10,000 under $15,000 96,074 255,337 11,815 - 11,919 12,176 26,072
$15,000 under $30,000 292,300 706,824 36,000 . .-51,798 32,873 69,935 -
$30,000 under $50,000.... 300,543 814,080 49,524 . 115,134 29,153 58,533
$50,000 or more 346,719 2,134,833 116,244 2,864,396 17,550 35,042

Delaware . ’

Total...... 201,687 519,527 34,856 329,553 17,674 27,581
Under $10,0002............ 35,435 44,117 --3,314 - 5,594 2,044 2,809
$10,000 under $15,000 17,708 38,360 1,746 ) 1,880 1,988 3,400
$15,000 under $30,000.... 47,453 100,396 .. 5616 . 9,043 4,664 8,368
$30,000 under $50,000 50,419 99,622 7,658 - 20,288 6,109 8,911
$50,000 or more : © 50,672 237,032 * 16,522 . 292748 2,869 4,093

District ot Columbla : e :

Total 162,071 621,317 .27,887 690,309 10,031 26,961
Under $10,0002............ 21,776 -35,708 . 2,125 . 60,322 2,698 5,884
$10,000 under $15,000 14,732 17,843 1,015 1,304 2,272 6,100
$15,000 under $30,000 48,188 61,883 . 3,536 - 8,127 3,404 10,189
$30,000 under $50,000... 37,809 79,402 5,408 13,366 1,129 3,266
$50,000 or more 39,566 426,481 15,803 609,190 '528 1,522

Florida : S - ’

Total 3,502,161 17,286,456 862,967 - 12,700,493 190,349 337,167
Under $10,0002 667,713 1,342,474 107,412 . 523,346 41,863 60,444
$10,000 under $15,000 413,999 1,162,489 70,332 .26,740 32,417 56,168
$15,000 under $30,000 972,747 3,130,658 191,785 . . 245,399 62,653 116,149
$30,000 under $50,000 774,139 2,939,082 190,168 554,750 37,738 70,732
$50,000 or.more............ 673,563 8,711,753 303,270 11,350,258 15,678 33,674

Georgla . L . .

Total 1,397,545 3,930,982 250,366 2,910,974 180,679 204,889
Under $10,000° 240,124 367,789 26,165 . 237,086 36,442 39,194
$10,000 under $15,000... 121,434 249,218 12,905 21,860 32,945 35,506
$15,000 under $30,000 344,386 670,6